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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A, AS AMENDED

ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

1. For the fiscal year ended
Dec 31, 2013

2. SEC Identification Number
A200117595

3. BIR Tax Identification No.
214-815-715-000

4. Exact name of issuer as specified in its charter
Emperador Inc.

5. Province, country or other jurisdiction of incorporation or organization
Philippines

6. Industry Classification Code(SEC Use Only)

7. Address of principal office

10th Floor Liberty Center, 104 H.V. dela Costa Street, Salcedo Village, Makati City
Postal Code
1227

8. Issuer's telephone number, including area code

(632)-709-2038 to 41
9. Former name or former address, and former fiscal year, if changed since last report

Touch Solutions, Inc., 901 Jafer Place, 19 Eisenhower Street, Greenhills, San Juan 1504
10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock Outstanding and Amount of Debt Outstanding

Common 15,000,000,000
11. Are any or all of registrant's securities listed on a Stock Exchange?
Yes No

If yes, state the name of such stock exchange and the classes of securities listed therein:
Philippine Stock Exchange, Common Shares
12. Check whether the issuer:
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(@) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1
thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141
of The Corporation Code of the Philippines during the preceding twelve (12) months (or for such
shorter period that the registrant was required to file such reports)

Yes No

(b) has been subject to such filing requirements for the past ninety (90) days
Yes No

13. State the aggregate market value of the voting stock held by non-affiliates of the registrant. The
aggregate market value shall be computed by reference to the price at which the stock was sold, or
the average bid and asked prices of such stock, as of a specified date within sixty (60) days prior to
the date of filing. If a determination as to whether a particular person or entity is an affiliate cannot be
made without involving unreasonable effort and expense, the aggregate market value of the common
stock held by non-affiliates may be calculated on the basis of assumptions reasonable under the
circumstances, provided the assumptions are set forth in this Form

P22,418,820,060.00 based on the closing price of P12.00 on March 13, 2014

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS

14. Check whether the issuer has filed all documents and reports required to be filed by Section 17 of
the Code subsequent to the distribution of securities under a plan confirmed by a court or the
Commission.

Yes No

DOCUMENTS INCORPORATED BY REFERENCE

15. If any of the following documents are incorporated by reference, briefly describe them and identify
the part of SEC Form 17-A into which the document is incorporated:
(a) Any annual report to security holders
N/A

(b) Any information statement filed pursuant to SRC Rule 20
N/A

(c) Any prospectus filed pursuant to SRC Rule 8.1
N/A

The Exchange does not warrant and holds no responsibility for the veracity of the facts and representations contained in all corporate
disclosures, including financial reports. All data contained herein are prepared and submitted by the disclosing party to the Exchange,
and are disseminated solely for purposes of information. Any questions on the data contained herein should be addressed directly to
the Corporate Information Officer of the disclosing party.
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EMPERADOR INC.
Emperador Inc.

EMP

PSE Disclosure Form 17-1 - Annual Report
References: SRC Rule 17 and
Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the fiscal year

ended Dec 31, 2013

Currency (indicate

units, if applicable) |~ €508

Balance Sheet
Year Ending
Dec 31, 2013
Current Assets
Total Assets
Current Liabilities
Total Liabilities

Retained
Earnings/(Deficit)

Stockholders' Equity
Stockholders' Equity - Parent

Book Value per Share

Income Statement
Year Ending
Dec 31, 2013

Operating Revenue

Other Revenue

Gross Revenue

Operating Expense

Other Expense

Gross Expense

Net Income/(Loss) Before Tax

Income Tax Expense

Net Income/(Loss) After Tax

Net Income/(Loss) Attributable to
Parent Equity Holder

Earnings/(Loss) Per Share (Basic)

30,787,297,740
35,225,362,180
4,249,068,044
4,336,848,366

4,624,845,514

30,888,513,814
30,888,513,814
2.06

28,780,897,351
1,083,847,491
29,864,744,842
21,696,548,662
263,092,696
21,959,641,358
7,905,103,484
2,074,293,503
5,830,809,981

5,830,809,981

0.52

Previous Year Ending
Dec 31, 2012
10,236,468,453
12,833,480,552
4,296,189,653
4,350,314,530

2,496,169,584

8,483,166,022
8,483,166,022
0.56

Previous Year Ending
Dec 31, 2012
22,812,319,912
781,970,417
23,594,290,329
16,758,135,761
6,722,845
16,764,858,606
6,829,431,723
1,829,878,637
4,999,553,086

4,999,553,086

1.92
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Earnings/(Loss) Per Share (Diluted)
Financial Ratios

Formula
Liquidity Analysis Ratios:

Current Assets / Current
Liabilities

Current Ratio or
Working Capital Ratio

(Current Assets -
Inventory - Prepayments) /
Current Liabilities

Quick Ratio

Solvency Ratio Total Assets / Total
y Liabilities

Financial Leverage Ratios

Debt Ratio Total Debt/Total Assets

Total Debt/Total

Debt-to-Equity Ratio Stockholders' Equity

Earnings Before Interest
and Taxes (EBIT) / Interest
Charges

Interest Coverage

Total Assets / Total

Asset to Equity Ratio Stockholders' Equity
Profitability Ratios

Sales - Cost of Goods Sold
or Cost of Service / Sales

Net Profit / Sales

Gross Profit Margin

Net Profit Margin
Return on Assets Net Income / Total Assets

Net Income / Total

Return on Equity Stockholders' Equity

Price Per Share / Earnings

Price/Earnings Ratio Per Common Share

Other Relevant Information

PE ratio used closing price on April 11, 2014 of P11.80

Fiscal Year Ended
Dec 31, 2013

http://edge.pse.com.ph/downloadHtml.do?file_id=29453

0.52 1.92

Previous Fiscal Year

Dec 31, 2012
7.25 2.38
6.37 1.59
8.12 2.95
1.14 151
32.48 36.19
19.52 21.19
16.55 38.96
18.88 58.93
22.7 6.16

See attached Annual Report of Emperador Inc. for the year ended December 31, 2013.

Filed on behalf by:

Name

Designation

Erika Marie Tugano

Authorized Representative

4/14/2014 8:41 AM
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES
For the fiscal year ended: December 31, 2013

SEC Identification Number: A200117595

. BIR Tax Identification No. 214-815-715-000

Exact name of issuer as specified in its charter: EMPERADOR INC.

Metro Manila, Philippines 6. I:I (SEC Use Only)
Province, Country or other jurisdiction of Industry Classification Code:
incorporation or organization

10/F Liberty Center, 104 H.V. dela Costa Street, Salcedo Village,
Makati City 1227
Address of principal office Postal Code

(632) 709-2038 to 41
Issuer's telephone number, including area code

Touch Solutions, Inc.
901 Jafer Place, 19 Eisenhower Street, Greenhills San Juan 1504
Former name, former address, and former fiscal year, if changed since last report.

Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA
Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding

Common 15,000,000,000

Are any or all of these securities listed on a Stock Exchange.
Yes[v ] No [ ] Philippine Stock Exchange

Check whether the issuer:

(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1 thereunder or
Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of The
Corporation Code of the Philippines during the preceding twelve (12) months (or for such shorter
period that the registrant was required to file such reports):

Yes [v ] No [ ]
(b) has been subject to such filing requirements for the past ninety (90) days.
Yes [/v ] No [ ]

The aggregate market value of the voting stock held by non-affiliates is P22,418,820,060, based on
the closing price of Php12.00 per share on March 13, 2014 at the Philippine Stock Exchange.
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PART | - BUSINESS AND GENERAL INFORMATION
1. BUSINESS
OVERVIEW

EMPERADOR INC. (the “Company”) is a holding company which through Emperador Distillers, Inc.
(“EDI”) and its subsidiaries is an integrated manufacturer, distributor, and bottler of brandy and other
alcoholic beverages. EDI has established its identity in the alcoholic beverages business with steady
growth and production of high quality liquor. EDI has a product portfolio that consists of its own brands as
well as licensed products.

The Company was incorporated as Touch Solutions, Inc. (TSI) in the Philippines on November 26, 2001
and listed its shares on December 19, 2011 under the symbol “TSI”. It used to operate an information
technology (IT) business of providing IT services and products which it disposed in April 2013 by
transferring substantially all assets relating to the IT business to a related IT company. On July 31, 2013,
the Securities and Exchange Commission (“SEC”) approved the change in the Company’s primary
purpose to that of a holding company. In August 2013, in line with the change in primary purpose, the
stockholders of the Company approved, among others, the change in corporate name to “TrillionStars
Holdings, Inc.” and the increase in capital stock to 20 billion from 100 million shares, which changes were
approved by the SEC on September 5, 2013. On September 27, 2013, the SEC approved the change in
corporate name from TrillionStars Holdings, Inc. to Emperador Inc. The Company’s shares are presently
traded on the First Board of the Philippine Stock Exchange (PSE) under the symbol “EMP”.

Sometime in August and September 2013, Alliance Global Group, Inc. (“AGI”), the Company, and EDI, a
subsidiary of AGI then, entered into a series of transactions whereby AGI acquired 88% ownership interest
in the Company and the Company concurrently acquired 100% ownership in EDI from AGIl. The Company
thus became a subsidiary of AGI while the Company became the sole owner of EDI.

The Company’s acquisition of EDI is accounted for similar to a reverse acquisition of a non-operating shell
company, wherein the legal subsidiary, which is EDI, is deemed as the acquirer and the legal parent,
which is the Company, is deemed as the acquired.

EDI

EDI is the leading brandy manufacturer and distributor in the Philippines. It was incorporated on June 6,
2003 and it acquired the brandy manufacturing assets and related brands, namely, ‘Emperador’ and
‘Generoso’, of Consolidated Distillers of the Far East, Inc. (“Condis”) in January 2007. AGI subsequently
acquired full ownership of EDI from The Andresons Group, Inc. (TAGI) and the Tan Family in February
2007. In April, 2009, EDI launched flavored vodka and gin beverages under ‘The BaR'’ brand. ‘The BaR’
became the first flavored vodka and gin products manufactured by a Philippine company. In the third
quarter of 2012, EDI introduced ‘The BaR’ cocktails line primarily targeted at younger alcoholic beverage
consumers and female customers.

EDI began selling the ‘Emperador Deluxe’ brand in March 2013 which is being manufactured in Spain for
export to Philippines under a supply agreement with Gonzalez Byass. EDI also acquired various Spanish
vineyard lands as part of its plans to grow and vertically integrate its business.

EDI currently sells two principal brands: ‘Emperador’ brandy and ‘The BaR’ flavored alcohol beverages.
EDI also distributes Ernest & Julio Gallo wines and Pik-Nik shoestring-shaped potato snacks. It operates
two manufacturing plants in Laguna and an alcohol distillery plant in Batangas. The main plant is being
leased from Tradewind Estates, Inc., a wholly owned subsidiary under AGI group.
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It has 22 billion shares authorized capital stock, 12.5 billion shares of which were issued and outstanding
as of to-date.

Subsidiaries of EDI
Emperador International Ltd.

Emperador International Ltd. is a business company incorporated in the British Virgin Islands on
December 13, 2006. It is an investment and holding company which is involved in the international sales,
marketing and merchandising of EDI’s products. This group is responsible for the investments and
properties in Spain.

Anglo Watsons Glass, Inc.

Anglo Watsons Glass, Inc. (AWGI), a wholly-owned subsidiary of EDI, was incorporated in the Philippines
on July 22, 1999. EDI acquired AWGI from its previous owner, AGI, in 2012. AWGI’s business consists of
AGI’s original flint glass container manufacturing business that was spun off in 1999. Flint glass is a plain,
transparent glass that can be processed into a variety of shapes and sizes.

AWGI operates a manufacturing plant at the Canlubang Industrial Estate in Canlubang, Laguna,
Philippines which runs on a 24-hour shift and has a capacity of 200 metric tons per day. The
manufacturing plant is generally running at full capacity. Due to the high demand of EDI and capacity
constraints, AWGI currently services EDI’s bottling requirements only.

The Bar Beverage, Inc.

The Bar Beverage, Inc. was incorporated in the Philippines on August 11, 2008 for the purpose of
engaging primarily in the manufacturing, processing, importing and/or exporting, buying, selling, acquiring,
holding or otherwise dealing in, any and all kinds of alcoholic beverage products, flavorings, essences,
beverages, softdrinks, foodstuffs, goods, wares, merchandise and/or commodities of the same or similar
kind as well as products, natural or artificial, of the Philippines or elsewhere.

DESCRIPTION OF BUSINESS

Prior to the introduction of Emperador Brandy in 1990, the Philippine spirits industry was dominated by
longstanding and well-established gin and rum manufacturers. Through dynamic marketing and by
establishing a reputation for product quality, EDI created demand for brandy in the Philippine spirits
market following the launch of Emperador Brandy. The Company believes that the ‘Emperador’ brand,
which is marketed as a premium brand, has been the market leader among brandies in the Philippines in
terms of sales volume since 1990. In particular, in 2010, EDI introduced the first light brandy, Emperador
Light, to capture the taste preferences of Filipino consumers. Currently, Emperador Light comprises more
than 90% of EDI’s sales. In addition, EDI’s flavored vodka, gin and tequila products under ‘The BaR’ brand
were the first flavored vodka, gin and tequila beverages to be produced by a Philippine company. EDI
produces brandy products that had more than 97% share of the Philippine brandy market in terms of sales
volume (source: Nielsen Retail Index).

EDI has extensive nationwide distribution network that provides it with a distinct competitive advantage. Its
distribution network is operated through 20 sales offices strategically located throughout the Philippines
while its products are distributed across more than 100,300 outlets, including more than 90,000 sari-sari
stores. In addition, EDI employs its own sales and distribution force consisting of approximately 1,100
personnel, approximately 600 of which are employees while the rest are outsourced from third party co-
operators, and more than 200 vehicles. EDI employs a majority of its sales force in-house that has



EMP 2013
17-A -5-

resulted in a relatively higher level of motivation and incentivization among its employees and contributed
to the strong growth in the sales of its products. This arrangement also enables EDI to work closely with
its customers and develop strong relationships with them. It continually seeks ways to expand the reach of
its distribution network, especially in the fast growing regions of Mindanao and the Visayas.

With the recent introduction of Emperador Deluxe, EDI is the first to bring an imported liquor brand
produced entirely in Spain that focuses on the Philippine market.

PRODUCTS

Emperador Brandy, the first brandy label, was launched in 1990. In 2006, Generoso Brandy was launched
as an extension of Emperador Brandy. In 2010, Emperador Light was introduced in response to a growing
market for alcoholic beverages with lower alcohol content and targeted at younger alcoholic beverage
consumers..

In 2009, “The BaR”, a flavored vodka and gin beverage was launched. The BaR is marketed as a ready-
to-serve flavored alcoholic beverage with low alcohol content. The gin comes in lemon-and-lime flavor
while the vodka comes in orange, apple and strawberry flavors. In 2012, The BaR Cocktails Margarita line
was launched. The Company targets the sales of The Bar products to a younger demographic,
specifically, the 18 to 24 year old age bracket. In March 2013, EDI introduced Emperador Deluxe Spanish
Edition, a premium brandy imported from Spain that is created specifically to appeal to the Philippine
palate.

The Company believes the introduction of a new sin tax regime on liquor, which became effective on
January 1, 2013 with the effectivity of R.A. No. 10351, leveled the playing field for imported liquors and
provided a prime opportunity to introduce Emperador Deluxe to the Philippine market.

Details of EDI’s brands are set out in the table below:

Indicative
Retail Price
Brand Description Packaging Range Target Market
Emperador Deluxe Premium luxury brandy of golden 700ml P150.00- Male consumers
Spanish Edition amber blend, with notes of P170.00 ages 30 and up, white
Palomino grapes, toffee, aimonds collar in middle
and honey. Warm, silky and full- mapalgl;ement I(;}vel E_rl‘d
bodied with 30.0% alcohol soclally Upward mobile
volume. Blended and bottled in
Spain
Emperador Brandy Deep rich gold color, light 375ml P40.00 Mass consumers
fruit . bouquet, mellow, with 750ml £80.00 25 y‘e:ars old and above,
medium body and a sweet aftertaste traditional brandy
with 36.0% alcohol volume drinkers
Generoso Brandy Light brandy, light gold color, slightly 700ml P65.00 Younger consumers
fruity with a hint of oak, sweet taste 18 to 24 years old,
with 32.5% alcohol volume women
Emperador Light Light, fruity taste with 27.5% alcohol 500ml P55.00 Younger consumers
volume 750ml £80.00 18 to 24 years old

1.0 liter P105.00
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Indicative
Retail Price
Brand Description Packaging Range Target Market
The Bar flavors- Light, fruity and very easy to drink. 700ml P80.00 Younger consumers
Apple Vodka Fruit flavored alcoholic beverage at 18 to 24 years old,
Orange Vodka 25.3% alcohol volume primarily women
Strawberry Vodka
Lemon and Lime
Gin
The Bar Citrus Tequila which incorporates lime 700ml P120.00 Younger consumers
Tequila and salt in the drink with 35.0% 18 to 24 years old,
alcohol volume; intended as a primarily women
“shooter”
The Bar Cocktails Ready-to-serve margarita cocktail 700ml P80.00 Younger consumers
Margarita with 20.0% alcohol volume 18 to 24 years old,

primarily women

The Bar Silver Clear spirit with 35.0% alcohol 700ml P80.00 Younger consumers
volume 18 to 24 years old,
primarily women

The indicative suggested retail price ranges set out above are EDI’s suggested retail prices.
Vendors may sell the products at higher or lower prices, depending on outlet margin
requirements and their operating costs. The Government does not regulate the price of alcoholic
beverages in the Philippines. However, manufacturers of alcoholic beverages in the Philippines
are required to pay an excise tax on alcohol production based on the percentage of alcohol
contained in the beverage and net retail price.

The Company also distributes ‘Pik-Nik’ brand shoestring potato snacks and Ernest and Julio Gallo wines.
The ‘Pik-Nik’ brand is owned by AGI Group.

MARKETING, SALES AND DISTRIBUTION

Products are marketed, sold and distributed throughout the Philippines. Sales in National Capital Region
accounted for approximately 30.0% of sales by volume. Sales volume in Provincial Luzon accounted for
47.0% and sales volume in Visayas and Mindanao accounted for 11.0% and 12.0%, respectively. A small
volume of products is exported to the Middle East in response to the demand of the Filipino community
living and working in the region. The Company attributes its leading position to: (i) strong brand equity
gained through brand building; (ii) targeted marketing; and (iii) regular feedback from its in-house sales
and distribution network.

Brand Equity

The Company believes that branding is a critical factor in a consumer’s choice of beverage. Active brand
promotion and advertising are essential tools to build image and market share, and establish consumer
brand loyalty. EDI continually increases its market share by promoting its brands as distinct and unique
with the objective to convey its unique and enduring message to promote its image and products.
Marketing strategies focus on emphasizing Emperador Brandy’s premium image to consumers as well as
the motto: “To true success.” EDI markets its brandies as a drink for the celebration of life successes
though values of diligence, perseverance and responsibility. Its labeling includes a lion and a bullfighter
wherein the lion symbolizes power and success while the bullfighter symbolizes grace and superiority.
Emperador Deluxe carries the imagery of luxury and class. It is marketed as an affordable luxury for
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everyday consumption. The Bar also has a premium image targeted at socially active younger drinkers,
and is positioned as a “must-have” party drink; its tagline “The Bar, Always Open” aims to convey that the
product can be conveniently enjoyed at all times and anywhere.

Targeted Marketing

To maximize market penetration, EDI supports both traditional advertising and marketing as well as
proprietary market research tools. It uses multiple consumer research agencies and methodologies to
assess consumer insight, trend, behavior and preferences, and markets its products accordingly. The
brands are also marketed through an integrated 360-degree marketing campaign including the traditional
above-the-line media, such as television and radio commercials, print and digital advertisements, including
social media initiatives for Facebook and Twitter, below-the-line promotions and sponsorships. In addition,
management supports creativity and innovation in product marketing by encouraging managers to take
ownership of strategic geographic areas. It entrusts a high degree of responsibility for sales and marketing
efforts to approximately 30 local managers. Its creative consumer research has qualitative and
quantitative aspects and includes face-to-face interviews and information gathering exercises with
consumers at local neighborhood events and gatherings.

Sales and Distribution Network

The Company has a broad sales and distribution network which is one of its key strengths that will
continue to drive its future growth. It has a distribution network of 20 sales offices located throughout the
Philippines, which supply national and regional customers, hypermarkets, supermarkets, wholesalers,
traders, grocery outlets, convenient stores, and local neighborhood small sari-sari, stores. It does not sell
its products to restaurants or bars directly, but courses its industrial business through industrial dealers. It
employs a sales force of approximately 1,100 sales personnel, approximately 600 of which are employees
while the rest are outsourced from third party co-operators, and has a direct delivery service for over
100,300 accounts (more than 90,000 of which consist of sari-sari stores) with a fleet of more than 200
direct sales vehicles. It uses direct sales vehicles such as cash vans to cover sari-sari stores across the
country. Cash vans sell the brands directly to these small retailers on a cash-only basis, where the
average transaction is for two cases.

The Company believes that the day-to-day interaction its sales team has with its trade partners is
essential to maintaining product availability as well as access to its consumers. Standard sales
terms include a credit period of 30 days before a buyer is required to pay for the Company’s
products.

The Company has a standard volume based pricing model that is applied evenly across all
customer segments and discounts are offered on large volume transactions.

Set out on the following page is a map indicating the distribution network for the
Company’s products:
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COMPETITION

The Company competes primarily against established Philippine spirits companies that produce and
distribute brandy and other spirits to the domestic market.

The main competitors in the broad distilled spirits market mainly comprise of Ginebra San Miguel, Inc.
(GSMI), manufacturer of ‘Ginebra San Miguel’ gin, and Tanduay Distillers, Inc. (TDI), manufacturer of
‘Tanduay’ rum. Direct competitor brands in the brandy segment include ‘Gran Matador’ brandy produced
by GSMI and ‘Napoleon’ brandy manufactured by Limtuaco Distillery. A new entrant in 2013 is
‘Companyero’ brandy from TDI. The Company also competes against imported labels. With respect to
flavored vodka, gin and other alcohol products, it primarily competes with other local vodka and gin
companies that also produce ready-to-serve alcoholic beverages such as Asia Brewery’'s ‘Tanduay Ice’
and TDI's ‘Tanduay Cocktails’ as well as imported labels.

The principal competitive factors with respect to the Company’s products include brand equity, product
range and quality, price, ability to source raw materials, distribution capabilities and responsiveness to
consumer preferences, with varying emphasis on these factors depending on the market and the product.
The Company believes it has a track record of proven strength on these areas.

The Company believes that its products are strongly positioned within their respective markets, as
measured by market share and brand recognition. The Company produces brandy products that
had an aggregate 97% share of the Philippine brandy market in terms of sales volume, according
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to Nielsen Retail Index. The Company believes its ‘Emperador’ brand is a status brand in the
Philippines, and is associated with a certain level of success and sophistication that its potential
customers aspire to. The Company believes that its range of well-established and highly
recognized brands present significant barriers to new competitors, and are particularly important to
its ability to both attract and maintain consumers.

SOURCES AND AVAILABILITY OF RAW MATERIALS

The principal raw materials for the manufacture of the alcoholic beverage products are molasses, distilled
neutral spirit, brandy concentrate, flavorings and water. It also requires a regular supply of glass bottles
and packaging materials. EDI owns a distillery which produces distilled neutral spirit. It can also source it
from local suppliers. Brandy concentrate and flavoring are sourced from several reliable and high quality
European suppliers. All of the water for blending is sourced from two deepwells located in the Santa
Rosa, Laguna manufacturing facility. The facilities in Laguna are located on top of one of the best fresh
water supplies in the Philippines. There is also a filtration system for the water it uses at its Laguna
facilities.

Bottles are sourced from AWGI, which produces a majority of the new glass bottles; and the rest are
imported. EDI also reuses returned bottles. AWGI canvasses suppliers twice a year to seek the most
competitive prices for its raw materials. While terms for different suppliers vary, AWGI generally orders
raw materials to meet its projected supply requirements for one year and prices are subject to review on a
quarterly basis. For imported raw materials, new purchase orders for supplies are generally sought two
months prior to the expiration of existing purchase orders. For raw materials sourced in the Philippines,
orders are finalized one month before existing orders terminate. At least three suppliers are maintained for
major raw materials. In addition, major raw materials’ suppliers typically maintain a warehouse in close
proximity to the AWGI plant to cover possible delays in shipments and to prevent delivery interruptions.
AWGI also maintains its own inventory of raw materials to prevent interruptions to production.

EDI sources final packing material such as carton boxes from at least three different local suppliers and
closures from a supplier in China.

The Company has not experienced and does not anticipate any significant difficulty in obtaining adequate
supplies of molasses, distilled neutral spirit, brandy concentrate, flavorings, bottles or packaging materials
at satisfactory prices under its supply arrangements, and believes its relationships with suppliers are good.
AWGI doubled its production capacity in the fourth quarter of 2012 and is able to manufacture enough
glass bottles to meet the Company’s requirements. The Company believes that AWGI has not had, and
does not expect to have, difficulty sourcing glass bottles on behalf of the Company from third party
suppliers, if required.

DEPENDENCE ON A SINGLE OR FEW CUSTOMERS

The Company is not dependent upon a single customer or a few customers, the loss of any or more of
which would have a material adverse effect on the Company and its subsidiaries taken as a whole. There
is also no customer that accounts for, or based upon existing orders will account for, more than 6% of
sales.

TRANSACTIONS WITH AND/OR DEPENDENCE ON RELATED PARTIES

The Company has transactions with related parties such as AGI, subsidiaries, key management and other
related parties under common ownership. These transactions generally comprise:
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* Purchase of raw materials — Total purchases from Condis and Andresons Global, Inc. for the years
ended December 31, 2011, 2012, and 2013 amounted to P7,687.2 million, P7,820.9 million, and P418.4
million, respectively. These purchases are typically payable within 30 days.

* Leases

= In 2007, EDI entered into a lease contract with Tradewind Estates, Inc. (TEI) covering

certain manufacturing facilities including, among others, a production building, storage tanks
for raw materials and a water treatment area. Under the lease agreement, TEI also provided
skilled workers to operate and maintain the leased machineries and equipment. When this
lease agreement expired in 2012, the parties renewed it for a year and agreed on its
renewability every year unless mutually terminated by both parties. Total rental expense for
2012 and 2013 amounted to P108.0 million and P84.0 million, respectively. EDI also paid
P21.0 million to TEI as refundable security deposit.

= In 2009, EDI entered into a five-year lease contract with Megaworld Corporation for the office
space of its sales and bottling division. Total rental expense for 2012 and 2013 amounted to
P14.4 million and P18.1 million, respectively. EDI also paid Megaworld a refundable security
deposit.

= EDI's subsidiary, AWGI, leases the glass manufacturing plant from AGI. The amount of
rental is mutually agreed between AWGI and AGI. For both years 2012 and 2013, rentals
amounted to P8.0 million per year.

« Sale of finished goods — Total sales to related parties for the years ended December 31, 2012 and 2013
amounted to P5.2 million and P27.0 million, respectively. These sales are generally non-interest
bearing, unsecured and settled through cash within three to six months.

» Advances — EDI made advances to officers and employees as well as to related party suppliers such as
Condis. These advances are generally non-interest bearing, unsecured, and payable upon demand in
cash. In some instances, it obtained advances from related parties for its working capital, investments
and inventory purchase requirements.

For a more detailed discussion of related party transactions concerning the Group, see Note 18 to the
Company’s audited consolidated financial statements filed with this report.

INTELLECTUAL PROPERTY

EDI owns registered trademarks, which are of material importance to the success of its business since
they have the effect of developing brand identification and maintaining consumer loyalty. EDI’s principal
trademark is ‘Emperador’, which it purchased from Condis in 2007, in addition to associated patents,
copyrights and goodwill and bottle designs for its brandy products. Its trademark for ‘Emperador’ is for a
period of ten years expiring in 2015, and is renewable with the Philippine Intellectual Property Office
(“Philippine IPQ”) thereafter for a period of ten years. It also registered the trademark for ‘Generoso’ and
the trademark for its ‘The BaR’ flavored alcoholic beverage products in 2006 and 2008, respectively, while
the trademark for “Emperador Deluxe” was registered with the Philippine IPO for a period of ten years.

The existing trademarks for Pik-Nik products are licensed and registered to EDI for 10-to 20-year periods
and expire in 2015. The trademark licenses are renewable thereafter.
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REGULATORY AND ENVIRONMENTAL MATTERS

Philippine local government legislations require a license to sell alcoholic beverages and prohibit the sale
of alcoholic beverages to person under 18 years of age or within a certain distance from schools and
churches. However, advertising and marketing of alcoholic beverages are largely unregulated in the
Philippines, except that minors are not allowed to be employed for commercials or advertisements
promoting alcoholic beverages.

In addition, approvals from the FDA are required before the Company can manufacture a new product. In
addition, all new products must be registered with the BIR prior to production.

The Company is in compliance, and not aware of any material deviation, with all applicable regulatory,
environmental, health and safety regulations. All the products are registered and approved by FDA. The
Company monitors compliance of all stages of its production process with pertinent hygiene practices to
ensure the high quality of its finished products.

Retail Trade and Liberalization Act

Republic Act No. 8762 is known as the “Retail Trade Liberalization Act of 2000” (“R.A. No. 8762”) and was
enacted into law on March 7, 2000. R.A. No. 8762 repealed R.A. No. 1180, known as “An Act to Regulate
the Retail Business.” R.A. No. 8762 liberalized the Philippine retail industry to encourage Filipino and
foreign investors to forge an efficient and competitive retail trade sector in the interest of empowering the
Filipino consumer through lower prices, high quality goods, better services and wider choices.

Retail trade is defined by R.A. No. 8762 to cover any act, occupation, or calling of habitually selling direct
to the general public any merchandise, commodities or goods for consumption. The law provides that
foreign-owned partnerships, associations and corporations formed and organized under the laws of the
Philippines may, upon registration with the PSEC and the Department of Trade and Industry (“DTI”) or in
case of foreign-owned single proprietorships, with the DTI, engage or invest in the retail trade business,
subject to the following categories:

. Category A — Enterprises with paid-up capital of the equivalent in pesos of less than U.S.$2.5 million
shall be reserved exclusively for Filipino citizens and corporations wholly-owned by Filipino citizens.

. Category B — Enterprises with a minimum paid-up capital of the equivalent in pesos of U.S5.$2.5
million but less than U.S.$7.5 million may be wholly-owned by foreigners except for the first two
years after the effectivity of R.A. No. 8762 wherein foreign participation shall be limited to not more
than 60% of total equity.

. Category C — This category ceased to be available as a permitted category from March 25, 2002.

. Category D — Enterprises specializing in high-end or luxury products with a paid-up capital of the
equivalent in pesos of U.S.$250,000 per store may be wholly-owned by foreigners.

The foreign investor shall be required to maintain in the Philippines, the full amount of the prescribed
minimum capital, unless the foreign investor has notified the PSEC and the DTI of its intention to
repatriate its capital and cease operations in the Philippines. The actual use in Philippine operations of the
inwardly remitted minimum capital requirements shall be monitored by the PSEC.

Foreign retail stores shall secure a certification from the BSP and the DTI, which will verify or confirm
inward remittance of the minimum required capital investment.
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No foreign retailer shall be allowed to engage in retail trade in the Philippines unless all the following
qualifications are met:

. A minimum of U.S.$200 million net worth in its parent corporation for categories B and C, and
U.S.$50 million net worth in its parent corporation for category D;

. Five retail branches or franchises in operation anywhere around the world unless such retailers has
at least one store capitalized at a minimum of U.S.$25 million;

. Five-year track record in retail; and

. Only nationals from, or judicial entities formed or incorporated in, countries which allow the entry of
Filipino retailers, shall be allowed to engage in retail trade in the Philippines.

The implementing rules define a foreign retailer as an individual who is not a Filipino citizen, or a
corporation, partnership, association or entity that is not wholly-owned by Filipinos, engaged in retail trade.
The DTI is authorized to pre-qualify all foreign retailers, subject to the provisions of R.A. No. 8762, before
they are allowed to conduct business in the Philippines. The DTI shall keep a record of qualified foreign
retailers who may, upon compliance with law, establish retail stores in the Philippines. It shall ensure that
the parent retail trading company of the foreign investor complies with the qualifications on capitalization
and track record prescribed in the law.

Foods, Drugs and Devices, and Cosmetics Act

Republic Act No. 3720 (“R.A. No. 3720”), known as the “Food, Drugs and Devices and Cosmetics Act,”
was passed into law on June 22, 1963. Executive Order 175 later amended the title of the law to read, “An
Act To Ensure the Safety and Purity of Foods and Cosmetics, and the Purity, Safety, Efficacy and Quality
of Drugs and Devices Being Made Available to the Public, Vesting the Bureau of Food and Drugs with
Authority to Administer and Enforce the Laws Pertaining thereto, and for Other Purposes.” R.A. No. 3720
was further amended in 2009 by R.A. No. 9711 or “The Food and Drug Administration Act of 2009.” R.A.
No. 3720 was enacted as part of the government’s policy of ensuring that safe and good quality of food is
available to the people of the Philippines and to regulate the production, sale and trade of food in such a
way as to protect the health of the citizens. R.A. No. 3720, as amended, defines “food” as any processed
substance which is intended for human consumption and includes drink for man, beverages, chewing gum
and any substances which have been used as an ingredient in the manufacture, preparation or treatment
of food. Due to the nature of the business and operations of EDI, it is required to obtain a license from the
FDA.

R.A. No. 3720 covers both locally manufactured and imported products and establishes standards as well
as quality measures for food. A comprehensive enforcement framework was set up, which is deemed as
necessary to ensure a pure and safe supply of food in the country. R.A. No. 3720 prohibits:

. The manufacture, importation, exportation, sale, offering for sale, distribution, transfer, non-
consumer use, promotion, advertising, or sponsorship of any health product that is adulterated,
unregistered or misbranded;

. The adulteration or misbranding of any health product;

. The refusal to permit entry or inspection as authorized by section 27 of R.A. No. 3720 or to allow
samples to be collected;
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. The giving of a guaranty or undertaking referred to in Section 12 (b) of R.A. No. 3720 which guaranty
or undertaking is false, except by a person who relied upon a guaranty or undertaking to the same
effect, signed by, and containing the name and address of the person or entity from whom he
received in good faith the health products or the giving of a guaranty or undertaking referred to in
section 12 (b) of R.A. No. 3720 which guaranty or undertaking is false;

. Forging, counterfeiting, simulating, or falsely representing or without proper authority using any mark,
stamp, tag label, or other identification device authorized or required by regulations promulgated
under the provisions of R.A. No. 3720;

. The using by any person to his own advantage, or revealing, other than to the Secretary of Health or
officers and employees of the Department of Health or to the courts when relevant in any judicial
proceeding under R.A. No. 3720, any information concerning any method or process which as a
trade secret is entitled to protection;

. The alteration, mutilation, destruction, obliteration, or removal of the whole or any part of the labelling
of, or the doing of any other act with respect to health products if such act is done while such article
is held for sale (whether or not the first sale) and results in such article being adulterated or
misbranded. Provided, that a retailer may sell in smaller quantities subject to guidelines issue by the
FDA;

. The use, in labelling, advertising or other sales promotion of any reference to any report or analysis
furnished in compliance with section 26 of R.A. No. 3720;

. The manufacture, importation, exportation, sale, offering for sale, distribution, transfer, non-
consumer use, promotion, advertisement, or sponsorship of any health product which, although
requiring registration, is not registered with the FDA pursuant to R.A. No. 3720;

. The manufacture, importation, exportation, sale, offering for sale, distribution, transfer, or retail of
any drug, device or in-vitro diagnostic reagent, the manufacture, importation, exportation, transfer or
distribution of any food, cosmetic or household/urban hazardous substance, or the operation of a
radiation or pest control establishment by any natural or juridical person without the license to
operate from the FDA required under R.A. No. 3720; and

. The sale, offering for sale, importation, exportation, distribution or transfer of any health product
beyond its expiration or expiry date, if applicable.

The commission of any of the prohibited acts stated above can result in imprisonment and/or a fine, in the
sole discretion of the courts. Furthermore, any article of food, drug, device or cosmetic that is adulterated
or misbranded when introduced into the domestic commerce may be seized and held in custody pending
proceedings, without a hearing or court order, when the Director General of the FDA has reasonable
cause to believe from facts found by him or any officer or employee of the FDA that such health products
may cause injury or prejudice to the consuming public.

R.A. No. 3720 provides:

A food shall be deemed to be adulterated if it bears or contains any poisonous or deleterious substance
which may render it injurious to health, but in case the substance is not an added substance such food
shall not be considered adulterated under R.A. No. 3720 if the quantity of such substance in such food
does not ordinarily render it injurious to health. Food shall be deemed adulterated if it bears or contains
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any added poisonous or added deleterious substance other than one which is a pesticide chemical in or a
raw agricultural commodity for which tolerances have been established and it conforms to such
tolerances. Food is adulterated if it consists in whole or in part of any filthy, putrid, or in part decomposed
substance, or if it is otherwise unfit for food; Food is deemed adulterated if it has been prepared, packed,
or held under unsanitary conditions whereby it may have become contaminated with filth, or whereby, it
may have been rendered injurious to health likewise food is deemed adulterated, in whole or in part, the
product of a diseased animal or of an animal which has died otherwise than by slaughter. Lastly, if the
container is composed, in whole or in part, of any poisonous or deleterious substance which may render
the contents injurious to health, the food is considered adulterated.

Furthermore, food shall be deemed adulterated in the following instances:

. if any valuable constituent has been, in whole or in part, omitted or abstracted therefrom and same
has not been substituted by any healthful equivalent of such constituent;

. if any substance injurious to health has been added or substituted;
. if damage or inferiority has been concealed in any manner;
. if any substance has been added thereto or mixed or packed therewith so as to increase its bulk or

weight, or reduce its quality or strength, or make it appear better or of greater value than it is;
. if it bears or contains a coal-tar color other than one which is permissible under existing regulations;

. if it is confectionery, and it bears or contains any alcohol or non-nutritive article or substance except
harmless coloring, harmless flavoring, harmless resinous glass less coloring, harmless flavoring,
harmless resinous glass not in excess of four-tenths of one per centum, natural gum and pectin:
Provided, that this paragraph shall not apply to any confectionery by reason of its containing less
than one-half of one per centum by volume of alcohol derived solely from the use of flavoring
extracts, or to any chewing gum by reason of its containing harmless non-nutritive masticatory
substances; and

. if it is oleomargarine or margarine or butter and any of the raw material used therein consists in
whole or in part of any filthy, putrid or decomposed substance, or such oleomargarine, margarine or
butter is otherwise unfit for food.

A food shall be deemed to be misbranded if its labelling is false or misleading in any particular; if it is
offered for sale under the name of another food; if it is an imitation of another food, unless its label bears
in type of uniform size and prominence, the word “imitation” and immediately thereafter, the name of the
food imitated; if its container is so made, formed, or filled as to be misleading; if it is in package form
unless it bears a label containing (1) the name and place of business of the manufacturer, packer,
distributor and (2) an accurate statement of the quantity of the contents in terms of weight, measure,
numerical count; provided, that under this clause (2) reasonable variations shall be permitted, and
exemptions as to small packages shall be established by regulations prescribed by the Secretary of
Health, if any word, statement, or other information required by or under authority of R.A. No. 3720 to
appear on the label or labelling is not prominently placed thereon with such conspicuousness (as
compared with other words, statements, designs or devices, in the labelling), and in such terms as to
render it likely to be read and understood by the ordinary individual under customary conditions of
purchase and use; if it if purports to be or is represented as a food for which a definition and standard of
identity has been prescribed unless (1) it conforms to such definition and standard, and (2) its label bears
the name of the food specified in the definition and standard, and insofar as may be required by such
regulations, the common names of optional ingredients (other than spices, flavoring, and coloring) present
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in such food if it purports to be or is represented as (1) a food for which a standard of quality has been
prescribed by regulations as provided by section 13, and its quality falls below such standard, unless its
label bears, in such manner and form as such regulations specify, a statement that it falls below such
standard, or (2) a food for which a standard or standards of fill of container have been prescribed by
regulations as provided by section 13 and it falls below the standard of fill of container applicable thereto,
unless its label bears, in such manner and form as such regulations specify, statement that if falls below
such standard; if its label does not bear (1) the common or usual name of the food, if there be any, and (2)
in case it is fabricated from two or more ingredients, the common or usual name of each such ingredient;
except the spices, flavorings and colorings other than those sold as such, may be designated as spices,
flavorings and colorings without naming each: provided, that to the extent that compliance with the
requirements of clause (2) is impracticable or results in deception or unfair competition, exemptions shall
be established by regulations promulgated by the Secretary of Health; if it purports to be or is presented
for special dietary uses, unless its label bears such information concerning its vitamin, mineral and other
dietary properties as the Secretary of Health determines to be, and by regulations prescribes as necessary
in order to fully inform purchasers as to its value for such uses; if it bears or contains any artificial
flavoring, artificial coloring, or chemical preservative, unless it bears labelling stating that fact; Provided,
that to the extent that compliance with the requirements of this clause is impracticable, exemptions shall
be established by regulations promulgated by the Secretary of Health.

For purposes of enforcement of R.A. No. 3720 officers or employees duly designated by the Secretary of
Health, upon presenting appropriate credentials to the owner, operator, or agent in charge, are authorized
(1) to enter, at reasonable hours, any factory, warehouse, or establishment in which food, drugs, devices
or cosmetics are manufactured, processed, packed, or held, for introduction into domestic commerce; and
(2) to inspect, in a reasonable manner, such factory, warehouse, establishment, or vehicle and all
pertinent equipment, finished or unfinished materials, containers, and labelling therein.

The Secretary of Health may cause to be disseminated information regarding food, drugs, devices, or
cosmetics in situations involving, in the opinion of the Secretary of Health, imminent danger to health, or
gross deception of the consumer. The Secretary of Health shall not be prohibited from collecting, reporting
and illustrating the results of investigations of the Department of Health (“DOH”).

Laguna Lake Development Authority Clearance

Republic Act No. 4850 as amended, created the Laguna Lake Development Authority (“LLDA”) in order to
promote and accelerate the balanced growth of the Laguna de Bay Region, with due regard for
environmental management and control, preservation and preservation of the quality of human life and
ecological systems, and the prevention of undue ecological disturbances, deterioration and pollution.

The LLDA is an attached agency of the Department of Environment and Natural Resources (“DENR”)
mandated to manage and protect an environmentally critical area which is the Laguna de Bay Region. It is
empowered to pass upon and approve or disapprove all plans, programs, and projects proposed by local
government offices or agencies within the region, public corporations, and private persons or enterprises
where such plans, programs, and projects are related to the development of the region. The Company is
engaged in industrial and manufacturing activities which are prescribed developmental activities mandated
to secure an LLDA clearance.

The LLDA clearance is issued upon submission of an application and the supporting financial documents.
An administrative fine is imposed on establishments operating, developing, or constructing without the
necessary LLDA clearance. Any and all proposed, on-going, or completed expansion inconsistent with the
previously issued LLDA clearance of an established must be covered by a new LLDA clearance. The
change of name or ownership requires an establishment to apply for an amendment of the previously
issued LLDA clearance.
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Discharge Permit

LLDA Board Resolution No. 33, series of 1996 requires all development projects, installations, and
activities that discharge liquid waste or regulated effluents into and pose a threat to the environment of the
Laguna de Bay Region, to obtain a Discharge Permit from the LLDA. The Discharge Permit authorizes the
owner or operator to discharge wastewater, provided the permit specifies the quantity and quality of
effluent that the facility is allowed to discharge into a particular body of water in compliance with schedule
and monitoring requirements.

The following activities, projects, or installations are exempt from securing the Discharge Permit:

(a) Single residential buildings and similar human occupancy structures that have twelve cubic meters
per day or less in total domestic sewage generation;

(b) Dry industrial establishment that generates twelve cubic meters or less of total domestic sewage per
day or with maximum of 212 workers and with septic tanks; and

(c) Industrial or commercial establishment interconnected to central wastewater or sewage treatment
plant or facility.

If the LLDA finds upon inspection that an activity, project, or installation is exempt from securing a
Discharge Permit, it issues a letter acknowledging the exemption with a proviso that the exemption is
without prejudice to subjecting the activity to regular monitoring.

Environmental Compliance Certificate

Development projects that are classified by law as environmentally critical or projects within statutorily
defined environmentally critical areas are required to obtain an Environmental Compliance Certificate
("ECC”) prior to commencement. The DENR, through its regional offices or through the Environment
Management Bureau, determines whether a project is environmentally critical or located in an
environmentally critical area. As a requisite for the issuance of an ECC, an environmentally critical project
is required to submit an Environmental Impact Statement (“EIS”) to the EMB while a project in an
environmentally critical area is generally required to submit an Initial Environmental Examination (“IEE”) to
the proper DENR regional office. In case of an environmentally critical project within an environmentally
critical area, an EIS is required.

The EIS refers to both the document and the study of a project’s environmental impact, including a
discussion of the direct and indirect consequences to human welfare and ecological as well as
environmental integrity. The IEE refers to the document and the study describing the environmental
impact, including mitigation and enhancement measures, for projects in environmentally critical areas.

While the EIS or an IEE may vary from project to project, as a minimum, it contains all relevant
information regarding the projects’ environmental effects. The entire process of organization,
administration and assessment of the effects of any project on the quality of the physical, biological and
socio-economic environment as well as the design of appropriate preventive, mitigating and enhancement
measures is known as the EIS System. The EIS System successfully culminates in the issuance of an
ECC. The issuance of an ECC is a Government certification, indicating that the proposed project or
undertaking will not cause a significant negative environmental impact; that the proponent has complied
with all the requirements of the EIS System and that the proponent is committed to implement its
approved Environmental Management Plan in the EIS or, if an IEE was required, that it shall comply with
the mitigation measures provided therein.



EMP 2013
17-A -17-

Project proponents that prepare an EIS are required to establish an Environmental Guarantee Fund
(“EGF”) when the ECC is issued to projects determined by the DENR to pose a significant public risk to
life, health, property and the environment or where the project requires rehabilitation or restoration. The
EGF is intended to answer for damages caused by such a project as well as any rehabilitation and
restoration measures. Project proponents that prepare an EIS are mandated to include a commitment to
establish an Environmental Monitoring Fund (“EMF”) when an ECC is eventually issued. The EMF shall be
used to support the activities of a multi-partite monitoring team which will be organized to monitor
compliance with the ECC and applicable laws, rules and regulations.

Aside from the EIS and IEE, engineering, geological and geo-hazard assessments are also required for
ECC applications covering subdivisions, housing and other development and infrastructure projects.

The Company incurs expenses for the purposes of complying with environmental laws that consist
primarily of payments for Government regulatory fees. Such fees are standard in the industry and are
minimal.

Excise Tax Law

The Company’s alcohol products are subject to excise taxes which are currently pass on to consumers
and form part of the sales prices.

R.A. No. 10351

Excise taxes apply to alcohol products such as distilled spirits, wines and fermented liquors, which are
manufactured or produced in the Philippines for domestic sales or consumption or for any other
disposition, including imported items. The excise tax imposed by law is in addition to Value Added Tax.

Spirits or distilled spirits are substances known as ethyl alcohol, ethanol or spirits of wine,
including all dilutions, purifications and mixtures thereof, from whatever source, by whatever process
produced, and includes whisky, brandy, rum, gin and vodka, and other similar products or mixtures. Proof
spirits are liquors containing one-half of their volume of alcohol with a specific gravity of 0.7939 at
15°C. A proof liter is a liter of proof spirits.

Pursuant to R.A. No. 10351, excise taxes on distilled spirits shall be levied, assessed and
collected as follows:

. Effective on January 1, 2013:
. An ad valorem tax equivalent to 15.0% of the net retail price (excluding the excise tax
and VAT) per proof; and
' In addition to the ad valorem tax, a specific tax of P20.00 per proof liter.
. Effective on January 1, 2015:
. An ad valorem tax equivalent to 20.0% of the net retail price (excluding the excise tax
and VAT) per proof; and

' In addition to the ad valorem tax, a specific tax of P20.00 per proof liter.

. Effective January 1, 2016, the specific tax rate o£ P20.00 shall be increased by 4.0% every
year thereafter, while the ad valorem tax shall remain the same.
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. Medicinal preparations, flavoring extracts, and all other preparations, except toilet
preparations, of which, excluding water, distilled spirits form the chief ingredient, are subject
to the same tax as the chief ingredient.

The tax is proportionally increased for any strength of the spirits, and the tax attaches to this
substance as soon as it is in existence as such, whether it be subsequently separated as pure or impure
spirits, or transformed into any other substance either in the process of original production or by any
subsequent process.

The net retail price shall be determined by the BIR through a price survey under oath. Revenue
Memorandum Circular (“RMC”) No. 90-2012 issued on December 27, 2012, provides for the initial
classification, effective January 1, 2013, of distilled spirits, based on the 2010 price survey
conducted by the BIR. Distilled spirits introduced in the domestic market after the effectivity of

R.A. No. 10351 are initially taxed at suggested net retail price.

The suggested net retail price means the net retail price at which locally manufactured or imported distilled
spirits are intended by the manufacturer or importer to be sold in major supermarkets or retail outlets in
Metro Manila for those marketed nationwide, and in other regions, for those with regional markets. At
the end of three months from the product launch, the BIR will validate the suggested net retail price of
the new brand against the net retail price and determine the correct tax on a newly introduced distilled
spirits. After the end of nine months from such validation, the BIR shall revalidate the initially validated
net retail price against the net retail price as of the time of revalidation in order to finally determine the
correct tax on a newly introduced distilled spirits.

Understatement of the suggested net retail price by as much as 15.0% of the actual net retail price results
in the manufacturer’s liability for additional excise taxes equivalent to the tax due and the difference
between the understated suggested net retail price and the actual net retail price.

Manufacturers and importers of distilled spirits, within 30 days from the effectivity of R.A. No. 10351 and
within the first five days of every third month thereafter, submit to the BIR a sworn statement of the
volume of sales for each particular brand of distilled spirits sold at his establishment for the three-month
period immediately preceding.

Any manufacturer or importer who misdeclares or misrepresents in the sworn statement any
pertinent data or information shall, upon final findings by the BIR that the violation was committed, be
penalized by a summary cancellation or withdrawal of the permit to engage in business as a
manufacturer or importer of distilled spirits. Any corporation, association or partnership liable for any of
the acts or omissions in violation of the provision on excise tax for distilled spirits under R.A. No. 10351 will
be fined treble the amount of deficiency taxes, surcharges and interest which may be assessed. Any
person liable for, or who wilfully aids or abets a personally liable for, any of the acts or omissions prohibited
under the excise tax laws will be criminally liable and penalized under the National Internal Revenue
Code of 1997, as amended (the “Philippine Tax Code”). Non- nationals will be deported immediately
after serving the sentence.

BIR Issuances

To implement R.A. No. 10351, the BIR issued Revenue Regulation (“RR”) No. 17-2012 on December 26,
2012. Among others, RR No. 17-2012 provides that for purposes of tax classification, alcohol or
tobacco products, whether imported or domestically manufactured, shall be taxed according to their
individual brand name (whether or not with prefix or suffix), color and/or design of label (such as
logo, font, picturegram, and the like), manner and/or form of packaging or size of container of the
product. RR No. 17-2012 also provides that all cigarettes whether packed by hand or packed by
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machine shall only be packed in twenties (20s), and through other packaging combinations which
shall result to not more than 20 sticks of cigarettes: provided, that, in case of cigarettes packed in not
more than 20 sticks, whether in five sticks, 10 sticks and other packaging combinations below 20
sticks, the net retail price of each individual package of 5s, 10s, etc. shall be the basis of imposing
the tax rate prescribed under R.A. No. 10351.

The BIR also issued RMC No. 3-2013 on January 9, 2013, which clarified that “ethyl alcohol,
ethanol, or spirits of wine, including all dilutions, purifications and mixtures thereof’ were separate and
distinct distilled spirits from “whisky, brandy, rum, gin and vodka.” Consequently, both groups of distilled
spirits should be subject to separate and distinct excise taxes. However, on February 15, 2013, the BIR
issued RMC No. 18-2013, which amended RMC No. 3-2013 insofar as ethyl alcohol is concerned.
RMC 18-2013 provides as follows:

The importation of ethyl alcohol or ethanol intended for re-sale or for the manufacture of
compounded liquors shall be subject to excise tax unless the importer thereof is a holder of a Permit to
Operate as importer of ethyl alcohol or ethanol or as a manufacturer of compounded liquors, as the
case may be, duly issued by the BIR and has posted a surety bond, in addition to the importer’s bond
prescribed under Section 160 of the Philippine Tax Code;

In case of domestic sale of ethyl alcohol or ethanol by duly registered manufacturers thereof, otherwise
known as distilleries, the sale and delivery of ethyl alcohol or ethanol directly to manufacturers of
compounded liquors shall be subject to excise tax, unless a surety bond shall be posted by the
distillery, in addition to the manufacturer’'s bond prescribed under Section 160 of the Philippine Tax
Code. Moreover, the sale and delivery of ethyl alcohol or ethanol without the payment of the excise tax
to be used as raw material in the manufacture of compounded liquors shall not be allowed unless the
buyer thereof is a holder of a Permit to Operate as manufacturer of compounded liquors duly issued by
the BIR;

The removal of ethyl alcohol or ethanol from distilleries for purposes of rectification shall be conditionally
tax-exempt and the excise tax due on the rectified alcohol shall be paid by the rectifier pursuant to the
provisions of Section 137 of the Philippine Tax Code and its implementing rules and regulations. In case
the rectifier shall remove and deliver the rectified alcohol to manufacturers of compounded liquors, such
removal shall not be subject to excise tax provided that a surety bond in an amount similar to that provided
for distilleries shall have been posted by the rectifier;

The duly registered importer of ethyl alcohol or ethanol intended for resale shall be liable to the excise
tax on sale and delivery thereof to persons or entity other than to manufacturers of compounded liquors;

All existing manufacturers of compounded liquors are now liable to pay the excise tax on every
removal of compounded liquors from its place of production pursuant to R.A. No. 10351, and are
required to post an initial manufacturer’s bond prescribed under Section 160 of the Philippine Tax Code
equivalent to the excise due on the total volume of compounded liquors that have been actually
removed from the place of production in the immediately previous year of operation;

With respect to the tolling, bottling and other sub-contracting agreements prescribed under Section 21 of
R.R. No. 03-2006, the owner of the alcohol products shall be the person liable to pay the excise tax
before removal thereof from the place of production of the toller or sub-contractor; and

The excise tax that has already been paid on ethyl alcohol or ethanol pursuant to RMC No. 3-2013 shall
not be entitled to tax credit/refund or shall not be deducted from the total excise tax due on compounded
liquors.
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RESEARCH AND DEVELOPMENT

The Company develops new products and regularly seeks to expand its existing product lines. The
Company researches new processes and tests new equipment to maintain and improve the quality of its
beverages. EDI has a research and development staff of approximately five people and also conducts
extensive research and development for new products, line extensions for existing products and for
improved production, quality control and packaging, as well as consumer preferences, habits and trends.
The amount spent on research and development activities in percentage to total revenues in each of the
last three years is minimal.

EMPLOYEES

The following table sets out the full-time employees of the Company as of December 31, 2013:

OffiCers. . . o 17
Managers . . ... 67
Supervisorsand RankandFile . ............ ... ... ... .. .......... 1,123

1,207
Total. . ...

The Group intends to hire additional employees if the present workforce becomes inadequate to handle
operations.

RISKS ASSOCIATED WITH THE BUSINESS

A large majority of the Company’s business activities and assets are based in the Philippines,
which exposes the Company to risks associated with the country, including the performance of
the Philippine economy.

Historically, the Company has derived a large majority of its revenues and operating profits from
the Philippines and, as such, is highly dependent on the state of the Philippine economy. Demand for
alcohol beverage products are all directly related to the strength of the Philippine economy
(including its overall growth and income levels), the overall levels of business activity in the
Philippines, as well as the amount of remittances received from overseas Filipino workers
(“OFWs”). In addition, alcoholic beverage products are discretionary consumer products, and
demand for these tends to decline during economic downturns when consumers’ disposable
income declines.

The Philippines has from time to time experienced political and social instability, including acts of political
violence. Leadership change and shifting political alliances could alter national and local political
dynamics and result in changes of policies and priorities. There is no guarantee that future events will not
cause political instability in the Philippines. Such instability may disrupt the country and its economy.

The Company'’s businesses may be disrupted by natural disasters and outbreaks of infectious diseases
or fears of such occurrences in Metro Manila or other parts of the Philippines.

It is not possible to predict the extent to which the Company’s various businesses in general will be
affected by any of the above occurrences or fears that such occurrences will take place, and there can
be no assurance that any disruption to its businesses will not be protracted or that property will not
be damaged, or that they could not materially and adversely affect their business, financial condition and
results of operations. Further, any of the above occurrences may also destabilize the Philippine economy
and business environment, which could also materially and adversely affect the Company’s financial
position and results of operations.
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Demand for the Company’s products may be adversely affected by changes in consumer preferences and
tastes, product quality and reputation, or Company’s reputation.

EDI currently sells four brands of alcoholic beverages, Emperador Brandy, Emperador Light, Emperador
Deluxe, and The Bar beverages and cocktails. While it has cornered the biggest chunk of the market,
maintaining the competitive position depends on its continued ability to offer products that appeal to
consumers. Consumer preferences may shift due to a variety of factors, including changes in
demographic and social trends, leisure activity patterns and a downturn in economic conditions, which
may reduce consumers’ willingness to purchase premium branded products. The Company believes that
its reputation for product quality is one of its principal competitive advantages and, as a result, any such
damage to its reputation for quality could have a material adverse effect on the Company's business,
financial condition and results of operation. In addition, concerns about health effects due to negative
publicity regarding alcohol consumption, negative dietary effects, regulatory action or any litigation or
customer complaints against companies in the industry may have an adverse effect on profitability.

The prices of the Company’s products have increased, and may continue to increase, because of the Sin
Tax Reform Law of 2012 which may result in decreased demand for, and sales of, its products.

EDI's products are subject to excise taxes levied on alcohol and tobacco producers by the Government.
The applicable duty on alcohol products will increase gradually, increasing the price of spirits by a specific
tax of P20.00 per proof liter, plus an ad valorem tax equivalent to 15.0% of the net retail price per proof
and with varying levels for other alcoholic drinks including wine and beer. By January 1, 2015, the ad
valorem tax will be increased to 20.0% of the net retail price per proof while the specific tax of 220.00 per
proof liter will be maintained. In addition, to prevent excise tax erosion from inflation, rates will be further
increased by 4.0% each year effective 2016 for distilled spirits and 2018 for beer. Presently, EDI passes
these increasing tax payments to consumers by increasing the prices of its products. However, there can
be no assurance that EDI will, in the future, continue to be able to raise the prices of its products and pass
on to its customers higher excise taxes, which could result in lower sales volume or lower margin.
Consequently, the Company’s sales, result of operations and financial condition could be materially and
adversely affected.

The Company’s operating results may be adversely affected by increased costs or shortages of raw
materials, packaging materials or labor.

The raw materials that EDI uses for the production of its beverage products are largely commaodities, such
as molasses, distilled neutral spirit, brandy concentrate and flavorings which are subject to price volatility
caused by changes in global and local supply and demand, weather conditions, agricultural uncertainty or
governmental controls. If commodity price changes result in unexpected increases in raw materials cost or
if the cost of packaging materials increase, EDI may not be able to increase its prices to offset these
increased costs without suffering reduced volume, revenue and operating income. The Company may be
adversely affected by shortages of such raw materials or packaging materials.

Similarly, the operating results could be adversely affected by labor or skill shortages or increased labor
costs due to increased competition for employees, higher employee turnover or increased employee
benefit costs. Success is dependent on the capability of its employees. There is no guarantee that the
Company will continue to be able to recruit, retain and develop the capabilities that it requires to deliver its
strategy, for example in relation to sales, marketing and innovation capability within markets or in its senior
management.

The Company is subject to risks associated with growing its business through acquisitions, such as a
failure to successfully integrate any acquired entity and its assets.

The Company intends to continue growing in part through inorganic means such as the recent acquisition
of the distillery facility of Condis and certain assets in Spain, and the Company may continue to evaluate



EMP 2013
17-A -22-

growth opportunities through suitable acquisitions in the future. Growth through acquisitions involves
business risks, including unforeseen contingent risks or latent business liabilities that may only become
apparent after the acquisition is finalized, unsuccessful integration and management of the acquired entity
with the Company, failure to retain key personnel and risks relating to management of a larger business,
including diversion of management’s attention from other on-going business concerns. If the Company is
unable to manage these risks successfully, its results of operations and financial condition could be
adversely affected.

Water is critical to the Company’s operations and any shortage or contamination of its water supply source
would adversely affect its operations.

The Company sources its water requirements for its beverage production from two deep wells located in
its facility. The water then undergoes treatment at the Company’s in-house water filtration facility to ensure
its safety and suitability for beverage production. The Philippines has from time to time experienced
drought conditions and may continue to experience drought, for example, caused by El Nifio. If the
Company experiences a shortage of water for any reason, including competition from other users, drought
or contamination, its beverage production business could be materially and adversely affected.

The Company is effectively controlled by the Tan Family and depends on their continued services.

Through its direct interest in AGI, and in the companies that beneficially own shares in AGI and in AGI’s
subsidiaries, the Tan Family effectively controls the Company. Dr. Andrew Tan and his spouse, Mrs.
Katherine Tan, both serve on AGI's and the Company’s board of directors as Chairman and Treasurer,
respectively. Their sons, Messrs. Kevin Andrew Tan and Kendrick Andrew Tan, are directors of EDI.
These positions allow the Tan Family to control shareholder decisions and exercise significant control over
board decisions in AGI and in each of its major subsidiaries such as the Company. They are also an
integral part of the Company’s success, and the expertise, experience and business relationships that
would be lost should any such persons depart could be difficult to replace and may result in a decrease in
the Company’s operating efficiency and financial performance. The respective businesses or activities of
other Tan Family-related companies currently do not compete with the Company’'s businesses or
activities, but they may do so in the future.

Volatility in the value of the peso against the U.S. dollar and other currencies could adversely affect
the Company’s business.

The peso has recently depreciated in value as compared to the U.S. dollar. As of December 31, 2013,
the peso has depreciated by 7.8% to P44.414 per U.S.$1.00 from P41.192 per U.S.$1.00 as at
December 31, 2012. In the recent past, the peso had also been appreciating and the BSP may intervene
in the foreign exchange market to curb the negative effects of a strong currency. Reduced risk
appetite for emerging market assets could also result in a decline in value of the peso as investors move
their portfolios out of emerging markets. Intervention in the currency markets as well as changes in
demand for the peso could result in volatility in the value of the peso against the U.S. dollar and other
currencies.

RISKS MANAGEMENT AND BUSINESS STRATEGY

Risks are integral part of business. Opportunity for advancement cannot be achieved without taking risks.
This is why the Company and its subsidiaries adopted a policy whereby risks are identified before they
cause significant trouble for the business. They carefully prepare structured/strategic plans to anticipate
the inherent risks in their activities and set up methods to mitigate the effects of these risks. Risks are
prioritized based on their impact to business, and probability of occurrence. There is a monitoring system
that keeps track of the indicators and the actions/corrections undertaken. Feedbacks, both internal and
external, are important for current and emerging risks.
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The Group’s risk management is coordinated with the Board of Directors and focuses on actively securing
short-to medium-term cash flows by minimizing the exposure to financial markets. Long-term financial
investments are managed to generate lasting returns. The Group does not actively engage in the trading
of financial assets for speculative purposes.

2. PRINCIPAL PROPERTIES

EDI produces its alcoholic beverage products at two facilities in the vicinity of Santa Rosa, Laguna,
Philippines. The Company’s main facility in Santa Rosa, Laguna is being leased on an automatic
annual renewal basis from Tradewind Estates, Inc. (“TEI”), which is a wholly-owned subsidiary of its
affiliate, Alliance Global Brands, Inc. The lease agreement includes the use of the premises and the
services of certain workers provided by TEI. The Laguna facility is located on high ground that is well
protected from flooding. It is also located on what the Company considers to be one of the best sources
of fresh water in the Philippines. The annex production facility at Laguna Technopark 1 in Bifian, Laguna
(in close proximity to its main plant in Santa Rosa) was acquired from Diageo Philippines in May 2012.
The acquisition increased the Company’s production and technical capabilities in the Philippines and
further boosted the Company’s competitiveness in promoting ‘Emperador’ as a strong global brand.
In addition, the Company installed high-speed bottling lines to replace one of the bottling lines previously
used by Diageo plc. The purchase and the update of the annex bottling facility increased the
Company’s total bottling capacity by 33.0%.

In February 2013, EDI acquired from Condis a distillery plant in Nasugbu, Batangas. The acquisition
included inventory of molasses and alcohol and delivery vehicles. Also in 2013, EDI’s foreign subsidiary
acquired vineyard lands in Spain.

The glass manufacturing plant at Canlubang Industrial Estate in Calamba, Laguna is being leased from
AGI on an annual renewal basis.

3. LEGAL PROCEEDINGS
The Company may be subject to various legal proceedings and claims that arise in the ordinary course of
business. As of to-date, the Company is not engaged in or subject to any material pending legal
proceedings to which the Company or any of its subsidiaries or affiliates is a party or of which any of its
property is the subject.
4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matter was submitted during the fourth quarter of 2013 to a vote of security holders. In September

2013, the Company submitted for approval by written assent of its stockholders the change in name from
TrillionStars Holdings, Inc. to Emperador Inc., which approval was obtained on 19 September 2013.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION
5. MARKET FOR ISSUER'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
MARKET INFORMATION
The common shares of the Company are traded on the Philippine Stock Exchange (“PSE”) under the

symbol of EMP. The Company’s common stock was first listed on the PSE on December 19, 2011. The
closing price of the said shares on March 13, 2014 is Php12.00.
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The following table sets out, for the periods indicated, the high and low sales price for the Company’s
common shares as reported on the PSE:

Year First Quarter Second Quarter Third Quarter  Fourth Quarter
2012 High 4.20 3.86 4.20 14.18
Low 3.30 3.50 3.53 3.83
2013 High 22.00 21.95 16.46 12.50
Low 7.42 13.94 8.48 8.75
2014 High 12.32
Low 11.40
SHAREHOLDERS

As of March 31, 2014, the Company has 11 shareholders of record and 196 nominees. The following table
sets forth the shareholders of the Company with their direct holdings as of March 31, 2014:

NO. Of % OF
Rank Name of Stockholder Shares OWNER

Subscribed SHIP
1 Alliance Global Group, Inc.” 11,700,000,000 78.00%
2 PCD Nominee Corporation (Non-Filipino) 1,588,256,529 10.59%
3 Dew Dreams International Ltd.' 720,000,000 4.80%
4 Shiok Success International Ltd. 711,764,995 4.75%
5 PCD Nominee Corporation (Filipino) 273,472,276 1.82%
6 Immortelle Jolly Global Inc. 3,285,000 0.02%
7 Energise Capital Ltd. 3,200,000 0.02%
8 John T. Lao 20,000 0.0001%
9 Stephen G. Soliven 1,000  0.00001%
10  Julius Victor Emmanuel D. Sanvictores 100 0.000001%
11 Joseph A. Sy and/or Evangeline T. Sy 100 0.000001%
TOTAL 15,000,000,000 100%

'AGI, as ultimate parent, beneficially owns these shares. 2AGI shares include the qualifying shares of the
7 directors.

DIVIDEND POLICY

Under Philippine law, a corporation may generally declare dividends if it has unrestricted retained
earnings. Unrestricted retained earnings represent the undistributed earnings of the corporation which
have not been allocated for any managerial, contractual or legal purposes and which are free for
distribution to the shareholders as dividends. If declared by the corporation’s board of directors, a
corporation may pay dividends in cash, by the distribution of property, by the issuance of shares or by a
combination of the three, as the board of directors shall determine and subject to the approval of the SEC,
as may be required by law. A cash dividend declaration does not require any further approval from
shareholders. Stock dividends can be issued with the approval of shareholders representing at least two-
thirds of the issued and outstanding stock voting at a shareholders’ meeting duly called for the purpose.
The board of directors may not declare dividends which will impair its capital.

EDI declared cash dividends for its shares in the amount of P0.82, P0.80, P0.57, and P0.30 per Share for
the years ended December 31, 2010, 2011, 2012, and 2013, respectively.
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The Company may declare dividends when there are unrestricted earnings available, but any such
declaration will take into consideration a number of factors including restrictions that may be imposed by
current and prospective financial covenants, projected levels of operating results of its
businesses/subsidiaries, working capital needs and long-term capital expenditures of its
businesses/subsidiaries; and regulatory requirements on dividend payments, among others.

RECENT SALES OF UNREGISTERED OR EXEMPT SECURITIES, INCLUDING RECENT ISSUANCE
OF SECURITIES CONSTITUTING AN EXEMPT TRANSACTION

In August 2013, the Company and AGI, among other investors, have agreed to subscribe to an aggregate
of up to 15,000,000,000 shares of the Company at par value of Php1.00 per share to be issued out of an
increase in capital stock, which increase was approved by the SEC on September 5, 2013. The aforesaid
subscription to the capital increase is exempt from registration with the SEC, it being an exempt
transaction by express provision of Section 10.1 (i) of Republic Act No. 8799, otherwise known as the
Securities Regulation Code.

In September 2013, the Company together with AGI as the Selling Shareholder offered for sale
1,800,000,000 existing common shares (the “Offer Shares”) at Php8.98 per Offer Share (the “Offer
Price”). The Offer Shares were offered to persons outside the United States in reliance on Regulation S
under the United States Securities Act of 1993, as amended. The Offer Shares are being offered in the
Philippines to qualified buyers in reliance on Section 10.1(l) of Republic Act No. 8799, otherwise known as
the Securities Regulation Code of the Philippines, as amended. Macquarie Capital (Singapore) Pte.
Limited acted as the Sole Global Coordinator, Sole Bookrunner and Lead Manager. The Selling
Shareholder agreed to remit to the Company an amount equal to a portion of the proceeds from the sale
of 1,431,764,005 Offer Shares sold by the Selling Shareholder at the Offer Price. The remainder of the
proceeds from the offer was retained by the Selling Shareholder.

6. MANAGEMENT'S DISCUSSION AND ANALYSIS

KEY PERFORMANCE INDICATORS

% Growth

In Million Pesos 2013 2012 2011 2013 2012
Revenues P 29,865 P23594 -P17,355 27 36
Net profit P 5831 PR 5000 P 2305 17 117
Total assets P 35225 P12,833 P 8,665 174 48
Total current assets P 30,787 £R10,236 P 7,270 201 41
Total current liabilities P 4249 P 4296 P 4,105 -1 5
Gross profit margin =~ % 32.48 36.19 26.15
Net profit rate % 19.52 21.19 13.28
Return on investment % 16.55 38.96 26.60
Current ratio 7.25x 2.38x 1.77x

Quick ratio 6.37x 1.59x 1.38x

o Revenue growth — measures the percentage change in revenues over a designated period of
time.

o Net profit growth — measures the percentage change in net profit over a designated period of
time.
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o Gross profit margin — computed as percentage of gross profit [which is sales less cost of sales] to
sales — gives indication of pricing, cost structure and production efficiency.

o Net profit rate— computed as percentage of net profit to revenues - measures the operating
efficiency and success of maintaining satisfactory control of costs

o Return on investment [or capital employed] — the ratio of net profit to total assets - measures the
degree of efficiency in the use of resources to generate net income

o Current ratio — computed as current assets divided by current liabilities — measures the ability of
the business to meet its current obligations. To measure immediate liquidity, quick assets [cash,
marketable securities, accounts receivables] is divided by current liabilities.

RESULTS OF OPERATIONS

Year Ended December 31, 2013 Compared With Year Ended December 31, 2012

Revenues

Total revenues increased by 26.6% to P29,864.7 million in the year ended December 31, 2013 from
P23,594.3 million in the year ended December 31, 2012 primarily due to increase in volume and prices.
There was an increase in the Company’s selling prices for its products to cushion the effect of the new
excise tax which took effect at the start of the year pursuant to R.A. No. 10351. Sales of the Company’s
products increased from 31.2 million cases to 33.1 million cases in 2013, reflecting an increase of
6.1%. In addition, the Company’s introduction of Emperador Deluxe in March 2013 also contributed to
the increase in revenues.

Other revenues increased by 60.8% to P1,257.7 million from P782.0 million due to higher foreign currency
gains and interest income booked in 2013. Also, there was P292.5 million fair value gain in 2012 that
reversed in 2013.

Costs and Expenses

Total costs and expenses increased by 31.0% to-P21,959.6 million in the year ended December
31, 2013 from-P16,764.9 million in the year ended December 31, 2012 primarily due to the new
excise tax on alcoholic beverages. In addition, the acquisition of a production facility from Diageo
Philippines in May 2012 resulted in an increase in depreciation for the year ended December 31,
2013.

Cost of Goods Sold

Cost of goods sold increased by 32.7% to P19,316.8 million in the year ended December 31, 2013 from
P14,556.2 million in the year ended December 31, 2012 primarily as a result of the new excise tax on
alcoholic beverages. The higher sales volume required more new bottles, which are costly than recycled
ones.

Gross Profit

As a result, gross profit increased by 12.5% te P9,290.2 million in the year ended December 31,
2013 from-P8,256.1 million in the year ended December 31, 2012, reflecting a gross profit margin
of 33%.

Selling and distribution expenses

Selling and distribution expenses increased by 5.8% to P2,097.8 million in the year ended December
31, 2013 from P1,983.6 million in the year ended December 31, 2012 primarily due to an increase in
outside services, freight and taxes and licenses.
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General and administrative expenses

General and administrative expenses increased by 29.1%-to P281.9 million in the year ended
December 31, 2013 from P218.4 million in the year ended December 31, 2012 primarily due to
an increase in salaries and outside services.

Other Charges
Other charges increased to P263.1 million in the year ended December 31, 2013 from P6.7

smillion in the year ended December 31, 2012 primarily due to fair value losses the Company booked
on its forward exchange contracts in 2013. Also included in this account are the accumulated losses
of the acquired company (TSI) amounting to P42.0 million at the time of acquisition.

Profit before Tax
As a result of the foregoing, profit before tax increased by 15.7% to P7,905.1 million in the
year ended December 31, 2013 from P6,829.4 million in the year ended December 31, 2012.

Tax Expense

Tax expense increased by 13.4% to-P2,074.3 million in the year ended December 31, 2013 from
P1,829.9 million in the year ended December 31, 2012 primarily as a result of the increased
revenues recorded by the Company for the period.

Net Profit

As a result of the foregoing, net profit increased by 16.6% to-P5,830.8 million in the year ended
December 31, 2013 from P4,999.6 million in the year ended December 31, 2012.

Year Ended December 31, 2012 Compared With Year Ended December 31, 2011

Revenues

Total revenues increased by 36.0% to P23,594.3 million in the year ended December 31, 2012 from
P17,355.0 million in the year ended December 31, 2011 primarily due to higher sales volumes and
generally higher prices during the year. Sales of the Company’'s products increased from 23.4 million
cases to 31.2 million cases in 2012, reflecting an increase of 33.3%.

Costs and Expenses

Total costs and expenses increased by 18.2% to P16,764.9 million in the year ended December 31, 2012
from P14,184.4_million in the year ended December 31, 2011 primarily due to various costs associated
with increasing production.

Cost of Goods Sold

Cost of goods sold increased by 16.0% to P14,556.2 million in the year ended December 31, 2012 from
P12,550.1 million in the year ended December 31, 2011 primarily due to the Company’s higher sales
volumes, and was partially offset by cost efficiencies derived from the Company’s use of more recycled
bottles.

Gross Profit

As a result, gross profit increased by 85.8% to B8,256.1 million in year ended December 31, 2012 from
P4,444.6 million in the year ended December 31, 2011, reflecting a gross profit margin of 36.2%.
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Selling and distribution expenses

Selling and distribution expenses increased by 32.5% to- P1,983.6 million in the year ended
December 31, 2012 from P1,496.8 million in the year ended December 31, 2011 primarily due to higher
freight expenses resulting from the Company’s increased sales volume, as well as higher merchandising
fees, depreciation and fuel charges.

General and administrative expenses

General and administrative expenses increased by 194.5% te P218.4 million in the year ended
December 31, 2012 from R74.1 million in the year ended December 31, 2011 primarily due to higher
tax expenses incurred by the Company resulting from the acquisition of Diageo’s production plant.

Profit before Tax

As a result of the foregoing, profit before tax increased by 115.4% to P6,829.4 million in the year ended
December 31, 2012 from P3,170.6 million in the year ended December 31, 2011.

Tax Expense

Tax expense increased by 111.4% to P1,829.9 million in the year ended December 31, 2012 from
P865.5 million in the year ended December 31, 2011 in line with the increase in the Company’s
profit before tax.

Net Profit

As a result of the foregoing, net profit increased by 116.9% to P4,999.6 million in the year ended
December 31, 2012 from P2,305.1 million in the year ended December 31, 2011.

FINANCIAL CONDITION

Total assets grew by 174.5% to P35,225.4 million from P12,833.5 million as of December 31, 2013 and
December 31, 2012, respectively. The Group is strongly liquid with current assets exceeding current
liabilities by 7.2 times. Working capital or liquidity was sourced internally from operations and capital stock
issuances. Current assets amounted to P30,787.3 million while current liabilities amounted to P4,249.1
million at yearend 2013. The Group has no long-term debt.

Cash and cash equivalents increased significantly by 416.3% or P19,383.7 million in 2013, primarily due to
the recent subscriptions in capital stock, both in EMP and EDI level. AGI, in particular, remitted an
additional subscription price of P11.2 billion to the Company and fully paid its P7.5 billion subscriptions to
EDI shares. The Group ended with P24,040.2 million in its coffers.

Trade and other receivables grew by 51.9% or P1,034.2 million, primarily due to the increase in sales and
advances to contractors for the construction of a new distillery plant in Batangas.

Financial instruments are marked to market resulting in fair value loss in 2013 as compared to fair value
gain in 2012. These are reported as financial liability of P38.6 million and financial asset of P170.1 million
at end-December 2013 and 2012, respectively.

Inventories went up by 5.6% or P188.4 million, because of the inventory at the distillery (acquired in 2013).

Prepayments and other current assets grew by 142.5% or P114.6 million, due to prepaid excise tax on
alcohol products and prepaid rent, insurance and security deposits on the new sales offices opened from
a year ago.

Property, plant and equipment went up by 86.3% or P1,737.4 million, due to acquisition of the distillery
plant from Condis and vineyards in Spain. Also, a bigger warehouse is being constructed in the main
bottling plant and new logistics equipments were added during the period. Construction of a new distillery
plant is in progress.
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Other non-current assets increased by 120.6% or P177.9 million, due to additional deferred input vat.

Trade and other payables decreased by 4.7% or P182.3 million, due to settlement of advances from
related parties. Income tax payable increased by 21.8% or P96.6 million, due to higher taxable profit.

The changes in capital accounts, i.e. capital stock, additional paid-in capital, and equity reserves, are
shown in the statement of changes in equity. The significant increase is attributed to new subscriptions
during the year from AGI and other investors.

Accumulated translation adjustments refer to the resulting difference in the translation of the foreign
subsidiary’s financial statements to Philippine pesos. Monetary assets and liabilities are translated at the
closing rate, non-monetary ones at historical cost, and income and expenses at average exchange rates.

With P24,040.2 million cash and cash equivalents in its coffers, the Group is ready to embark on its
expansion and investment program.

LIQUIDITY AND CAPITAL RESOURCES

In 2011, 2012, 2013, the Company’s principal sources of liquidity were internally generated funds
from its operations. There is also an equity offering in 2013 that further increased cash and cash
equivalents to P24,040.2 million as of December 31, 2013 from P4,656.4 million as of December 31,
2012. The Company expects to meet its working capital and investment requirements for the
ensuing year primarily from these available funds, in addition to cash flows from operations. It may
also from time to time seek other sources of funding, if necessary, which may include debt or
equity financings, including peso-denominated loans from Philippine banks, depending on its
financing needs and market conditions.

OTHER MATTERS
Except for what have been noted:

There were no other known material events subsequent to the end of the interim period that would have a
material impact in the interim period.

There are no other known trends or demands, commitments, events or uncertainties that will result in or
that are reasonably likely to result in the Group’s liquidity increasing or decreasing in any material way.
The Group does not have nor anticipate having any cash flow or liquidity problems. The Group is not in
default or breach of any note, lease or other indebtedness or financing arrangement requiring it to make
payments.

There are no other known events that will trigger direct or contingent financial obligation that is currently
considered material to the Group, including any default or acceleration of an obligation. There are no
other material off-balance sheet transactions, arrangements, obligations, and other relationships with
unconsolidated entities or other persons created during the reporting period.

There are no other known trends, events or uncertainties that have had or that are reasonably expected to
have a material favorable or unfavorable impact on net sales or revenues or income from continuing
operations. There are also no known events that will cause material change in the relationship between
costs and revenues.

There are no other significant elements of income or loss that did not arise from continuing operations.

There were no other material issuances, repurchases or repayments of debt and equity securities.
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The business has no seasonal aspects that had a material effect on the financial condition and results of
operations of the Group.

7. FINANCIAL STATEMENTS

The audited consolidated financial statements, together with Statement of Management’s Responsibility
and Auditors’ Report, and supplementary schedules are attached and filed herewith.

The Company’s acquisition of EDI is accounted for similar to a reverse acquisition of a non-operating shell
company, wherein the legal subsidiary, which is EDI, is deemed as the acquirer and the legal parent,
which is the Company, is deemed as the acquired. The consolidated financial statements, thus, represent
continuation of the consolidated financial statements of EDI and its subsidiaries, except for the capital
structure.

The consolidated financial statements have been prepared in compliance with the Philippine Financial
Reporting Standards (PFRS), on the historical cost basis except for the measurement of certain financial
assets and liabilities. The preparation of the consolidated financial statements in compliance with PFRS
requires management to make judgments, estimates and assumptions that affect the amounts reported in
the financial statements and related notes. The estimation and judgments are based upon management’s
evaluation of relevant facts and circumstances of the financial statements. Actual results may ultimately
vary from those estimates.

8. INFORMATION ON INDEPENDENT ACCOUNTANT AND OTHER RELATED MATTERS
EXTERNAL AUDIT FEES AND SERVICES
Audit and audit-related services

Punongbayan&Araullo (“P&A”) audited the Company’s consolidated financial statements for the years
2011, 2012 and 2013. In compliance with SEC Rule 68 paragraph 3 (b) (iv) (Rotation of External
Auditors), and as adopted by the Company, external auditors or engagement partners are rotated or
changed every five years. The lead engagement partner for 2012 and 2013 is Ms. Mailene S. Bisnar.

The combined fees billed by P&A for the audit of the 2012 annual financial statements of EDI and those of
its subsidiaries totaled P2,005,000, excluding out-of-pocket expenses. For the audit of the 2013 annual
financial statements, the fees billed by P&A to the Company and its subsidiaries totaled P2,682,000,
excluding out-of-pocket expenses. The services are those normally provided in connection with statutory
and regulatory filings or engagements.

Tax fees and all other fees

In 2013, P&A billed P5,350,000 for services rendered in connection with the offering of the Company’s
shares. The services included the audit of the consolidated financial statements for the three years ended
December 31, 2012 and the review of interim consolidated financial statements as of June 30, 2013.
(Please note that the consolidation is accounted as a reverse acquisition.)

There were no separate tax fees billed and no other products and services provided by P&A for the last
two fiscal years.
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CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

P&A issued an unqualified opinion on the consolidated financial statements. There are no disagreements
with them on any matter of accounting principles or practices, financial statement disclosures, and
auditing scope or procedure which, if not resolved would have caused the auditors to make reference
thereto in its reports.

PART lll - CONTROL AND COMPENSATION INFORMATION

9. DIRECTORS AND EXECUTIVE OFFICERS OF THE ISSUER
The overall management and supervision of the Company is undertaken by the Board of Directors
(“Board”). Currently, the Board consists of seven members, of which two are independent directors. All of
the directors were elected at the Company’s special stockholders meeting on August 28, 2013 and will

hold office until their successors have been duly elected and qualified.

The table below sets forth each member of the Company’s Board as of March 31, 2014:

Name Age Citizenship Position

Andrew L. Tan 63 Filipino Chairman

Winston S. Co 55 Filipino Director

Katherine L. Tan 61 Filipino Director

Kingson U. Sian 51 Filipino Director

Kendrick Andrew L. Tan 32 Filipino Director

Miguel B. Varela 73 Filipino Independent Director
Alejo L. Villanueva, Jr. 72 Filipino Independent Director

The table below sets forth the Company’s executive officers as of March 31, 2014:

Name Age Citizenship Position

Winston S. Co 55 Filipino President

Katherine L. Tan 61 Filipino Treasurer

Kendrick Andrew L. Tan 32 Filipino Executive Director

Dina D.R. Inting 53 Filipino Compliance Officer and
Corporate Information Officer

Dominic V. Isberto 39 Filipino Corporate Secretary

Rolando D. Siatela 52 Filipino Assistant Corporate Secretary

Andrew L. Tan
Chairman of the Board

Mr. Tan, was elected as Director and Chairman of the Board on August 28, 2013. He is the Chairman of
Emperador Distillers, Inc. since its incorporation in 2003. He has served as Director of Alliance Global
Group, Inc. since 2003 and as its Chairman of the Board and Chief Executive Officer from September
2006 to present and as Vice-Chairman of the Board from August 2003 to September 2006. He pioneered
the live-work-play-learn model in the real estate development through the Megaworld Corporation’s
integrated township communities, fueling the growth of the business process outsourcing (“BPO”)
industry, food and beverage, and quick service restaurants industries. Mr. Tan is concurrently the
Chairman of the Board and President of Megaworld Corporation, Megaworld Land,Inc., Megaworld Globus
Asia, Inc., Megaworld Newport Property Holdings, Inc., Mactan Oceanview Properties and Holdings, Inc.,
Richmonde Hotel Group International Limited, The Bar Beverage, Inc. and Yorkshire Holdings, Inc. He is
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also the Chairman of Alliance Global Group Cayman Islands, Inc., Empire East Land Holdings, Inc.,
Alliance Global Brands, Inc., Global-Estate Resorts, Inc., Suntrust Properties, Inc., Adams Properties,
Inc., Consolidated Distillers of the Far East, Inc., and Townsquare Development, Inc. He sits in the boards
of Eastwood Cyber One Corporation, Megaworld Cayman Islands, Inc., Forbes Town Properties &
Holdings, Inc., Gilmore Property Marketing Associates, Inc., Megaworld Central Properties, Inc., Raffles &
Company, Inc., Travellers International Hotel Group, Inc., The Andresons Group, Inc. He is also the Vice-
Chairman and Treasurer of Golden Arches Development Corporation and Golden Arches Realty
Corporation and a Director and Treasurer of Andresons Global, Inc. Mr. Tan graduated Magna Cum
Laude from the University of the East with a degree of Bachelor of Science in Business Administration.

Winston S. Co
Director and President

Mr. Co was elected as Director and President on 28 August 2013. He is a Director and President of
Emperador Distillers, Inc. since 2003. He has served as Director of Alliance Global Group, Inc. since 1998
where he previously was Vice Chairman of the Board from November 1999 to August 2003 and Chairman
from June 1998 to October 1999. His field of expertise is in finance and marketing of consumer products.
He is concurrently Chairman and President of New Town Land Partners, Inc.; Chairman of Anglo Watsons
Glass, Inc.; a Director of Alliance Global Brands, Inc., Forbes Town Properties & Holdings, Inc.,
McKesterPik-Nik International Limited, Raffles & Company, Incorporated, and The Bar Beverage, Inc.;
and Senior Vice President of The Andresons Group, Inc. Mr. Co is a Magna Cum Laude graduate of Jose
Rizal College with a Bachelor of Science in Commerce.

Katherine L. Tan
Director and Treasurer

Ms. Tan was elected as Director and Treasurer on 28 August 2013. She has served as Director and
Treasurer of Alliance Global Group, Inc. since February 2007. She is a Director and Treasurer of
Emperador Distillers, Inc. since 2003, and of Alliance Global Brands, Inc., Yorkshire Holdings, Inc., and
New Town Land Partners, Inc. She has also served as a member of the board of Megaworld Corporation
and is concurrently Chairman and President of Andresons Global, Inc. and Choice Gourmet Banquet,
Inc.; Director and President of The Andresons Group, Inc., Consolidated Distillers of the Far East, Inc.,
and Raffles & Company, Inc.; and Ms. Tan graduated from St. Scholastica’s College with a degree in
Nutrition.

Kingson U. Sian
Director

Mr. Sian was elected as Director on 28 August 2013. He has served as President and Chief Operating
Officer of Alliance Global Group, Inc. since February 2007. He is currently a member of the Board of
Megaworld Corporation and is its Executive Director. He is concurrently President and Director of
Travellers International Hotel Group, Inc., Forbestown Properties Holdings, Inc., and Eastwood Cyber One
Corporation and a Director of Alliance Global Group Cayman Islands, Inc. He is also Chairman and
President of Prestige Hotels & Resorts, Inc. and is the Chief Operating Officer of Megaworld Land, Inc.
Mr. Sian was formerly a Vice President of FBP Asia Ltd/First Pacific Bank in Hongkong from 1990 to 1995
and, prior to that, was connected with Citicorp Real Estate, Inc. in the United States from 1988 to 1990.
He graduated from the University of the Philippines with the degree of Bachelor of Science in Business
Economics. He obtained his Masteral Degree in Business Administration for Finance and Business Policy
from the University of Chicago.
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Kendrick Andrew L. Tan
Director

Mr. Tan was elected as Director on 28 August 2013. He has served as Corporate Secretary and Executive
Director of Emperador Distillers, Inc. since 2007. He is also the Head of Research & Development of
Emperador Distillers, Inc. He is concurrently Director of Anglo Watsons Glass, Inc., Consolidated Distillers
of the Far East, Inc., Emperador Brandy, Inc., The Bar Beverage, Inc., The Andresons Group, Inc., and
Yorkshire Holdings, Inc. Mr. Tan graduated from Southern New Hampshire University with a degree in
Bachelor of Science in Accountancy.

Miguel B. Varela
Independent Director

Mr. Varela, Filipino was elected as Independent Director on 28 August 2013. He was elected as
Independent Director of Global-Estate Resorts, Inc. on 28 September 2012. He has been an Independent
Director of Megaworld Corporation since June 2006. He is presently the President of the Philippine
Chamber of Commerce and Industry (PCCI) was formerly President and now presently Director of Manila
Bulletin Publishing Corporation, Director of AusphilTollways Corporation, Director, NPC Alliance
Corporation, Vice Chairman Richmonde Hotel, among others. Chairman of the Employers’ Confederation
of the Philippines (ECOP), Board of Trustee of Philippines Trade Foundation, Inc. Chairman of Pribadong
Institusyon Laban sa Kahirapan (PILAK). Chairman of the Philippine Association of Voluntary Arbitration
Foundation (PAVAF), and Vice Chairman of Philippine Dispute Resolution Center, Inc. (PDRCI). He is
also the Vice President of the International Labor Organization, Inc., and Vice Chairman and Trustee,
Foundation for Crime Prevention. He is an accredited international arbitrator of the Paris-based
International Court of Arbitration. A member of the Philippine Bar, he pursued his Bachelor of Laws in the
Ateneo de Manila Law School and his Associate in Liberal Arts from the San Beda College. He attended
a Top Management and Productivity Program from the Asian Institute of Management (AIM) as well as
special courses sponsored by ILO, Geneva, Switzerland, Asian Productivity Organization (APO), and the
Nikkeren, Japan, covering areas of Managerial Management and Organizational Development,
Productivity, Legal Management, Labor and Industrial Relations, Development of SME's among others.
He is a member of the Philippine Bar Association, a Commissioner of the Consultative Commission on
Constitutional Reform and a Lifetime Member of the Philippine Constitution Association (PHILCONSA).
He is the recipient of various awards and citations such as San Beda College’s Outstanding Alumni Award
for Business Leadership, and San Beda Hall of Fame Awardee. Presidential Medal of Merit for
Outstanding Service to the Republic of the Philippines, Tamaraw Leadership Award, Katipunan
Leadership Award and Leadership Award from ECOP, PCCI and ASEAN Productivity Organization and
Confederation of Asia-Pacific Chamber of Commerce and Industry (CACCI) Medallion for Distinguished
Service Award. He was also conferred by the Central Luzon State University with the degree of Doctor of
Humanities (honoriscausa), and by the Eulogio “Amang” Rodriguez University of Science and Technology
with a Doctorate in Business Technology (honoris causa).

Alejo L. Villanueva, Jr.
Independent Director

Mr. Villanueva was elected as Independent Director on 28 August 2013 and has served as Independent
Director of Alliance Global Group, Inc. since August 2001. He is concurrently an Independent Director of
Empire East Land Holdings, Inc. and Suntrust Home Developers, Inc. and a Director of First Capital
Condominium Corporation, a non-stock non-profit corporation. He is also the Chairman of Ruru Courier
Systems, Inc. and Vice Chairman of Public Relations Counselors Foundations of the Philippines, Inc. He
is a professional consultant who has more than twenty years of experience in the fields of training and
development, public relations, community relations, institutional communication, and policy advocacy,



EMP 2013
17-A -34-

among others. He has done consulting work with the Office of the Vice President, the Office of the Senate
President, the Commission on Appointments, the Securities and Exchange Commission, the Home
Development Mutual Fund, the Home Insurance Guaranty Corporation, Department of Agriculture,
Philippine National Railways, International Rice Research Institute, Rustan’s Supermarkets, Louis Berger
International (USAID-funded projects on Mindanao growth), World Bank (Subic Conversion Program),
Ernst & Young (an agricultural productivity project), Chemonics (an agribusiness project ofUSAID), Price
Waterhouse (BOT program, a USAID project), Andersen Consulting (Mindanao 2000, a USAID project),
Renardet S.A. (a project on the Privatization of MWSS, with World Bank funding support), Western Mining
Corporation, Phelps Dodge Exploration, and Marubeni Corporation. Mr. Villanueva obtained his bachelor's
degree in Philosophy from San Beda College, summa cum laude. He has a master’s degree in Philosophy
from the University of Hawaii under an East-West Center Fellowship. He also took up special studies in
the Humanities at Harvard University. He studied Organizational Behavior at INSEAD in Fontainebleau,
France. He taught at the Ateneo Graduate School of Business, the UST Graduate School, and the Asian
Institute of Journalism.

Dina D.R. Inting
Chief Finance Officer, Corporate Information Officer
and Compliance Officer

Ms. Inting was elected as Compliance Officer and Corporate Information Officer on 28 August 2013. She
has served as First Vice President for Finance of Alliance Global Group, Inc. since January 1996 and at
present its Compliance Officer and Corporate Information Officer. She is currently director of
ProgreenAgricorp, Inc. She gained an extensive experience in the fields of audit, comptrollership,
treasury, finance, branch operations and personnel management from her previous employments. She is
a Cum Laude graduate of Bachelor of Science in Commerce major in Accounting, Honors Program, at the
Philippine College of Commerce (Polytechnic University of the Philippines), holds a certificate in
Organizational Development from the Ateneo de Manila University, and is a Certified Public Accountant.

Dominic V. Isberto
Corporate Secretary

Mr. Isberto was elected as Corporate Secretary on 28 August 2013. He is also the Corporate Secretary of
Alliance Global Group, Inc. and the Corporate Secretary and Assistant Corporate Information Officer of
Global-Estate Resorts, Inc., both publicly-listed companies. He is also the Corporate Secretary of Twin
Lakes Corporation, Eastwood City Estates Association, Inc., Suntrust Properties, Inc. and Fil-Estate
Properties, Inc. He is currently a Senior Assistant Vice President for Corporate Management of Megaworld
Corporation where he is responsible for negotiation, preparation and review of lease agreements for office
and retail tenants, joint venture and sale and purchase agreements for the acquisition of property, loan
agreements, and other corporate contracts and agreements. He also handles legal cases involving office
and retail tenants. Mr. Isberto has experience in litigation and banking and corporate law. He has a degree
in Management Engineering from the Ateneo de Manila University and obtained his Bachelor of Laws
degree from the University of the Philippines.

Rolando D. Siatela
Assistant Corporate Secretary

Mr. Siatela was elected as Assistant Corporate Secretary on 28 August 2013. He concurrently serves in
PSE-listed companies Suntrust Home Developers, Inc. as Corporate Secretary and Corporate Information
Officer and in Megaworld Corporation and Global-Estate Resorts, Inc. (formerly Fil-Estate Land, Inc.) and
Alliance Global Group, Inc. as Assistant Corporate Secretary. He is a member of the board of Asia Finest
Cuisine, Inc. and also serves as Corporate Secretary of Oceanic Realty Group International, Inc., ERA
Real Estate, Inc. and ERA Real Estate Exchange, Inc., and as Documentation Officer of Megaworld
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Foundation, Inc. He is at present an Assistant Vice President for Corporate Management in Megaworld
Corporation. He was employed as Administrative and Personnel Officer with Batarasa Consolidated, Inc.
and served as Assistant Corporate Secretary and Chief Administrative Officer of The Andresons Group,
Inc.

SIGNIFICANT EMPLOYEES

While the Company values its workforce, the business of the Company is not highly dependent on the
services of personnel outside of Senior Management.

FAMILY RELATIONSHIPS

Chairman Andrew L. Tan is married to Director and Treasurer Katherine L. Tan while their son, Kendrick
Andrew L. Tan, is also a Director. Kendrick is currently serving as director of Anglo Watsons Glass, Inc.
and Corporate Secretary of EDI.

INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS

The Company is not aware of the occurrence during the past five (5) years up to the date hereof of any of
the following events that are material to an evaluation of the ability or integrity of any director, any nominee
for election as director, or executive officer:

1. Any bankruptcy petition filed by or against any business of a director, nominee for election as director,
or executive officer who was a general partner or executive officer either at the time of the bankruptcy or
within two years prior to that time;

2. Any conviction by final judgment in a criminal proceeding, domestic or foreign, or a pending criminal
proceeding, domestic or foreign, excluding traffic violations and other minor offenses;

3. Any order, judgment, or decree, not subsequently reversed, suspended or vacated, of any court of
competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring, suspending or
otherwise limiting his involvement in any type of business, securities, commodities or banking activities;
and

4. Being found by a domestic or foreign court of competent jurisdiction (in a civil action), the Commission
or comparable foreign body, or domestic or foreign exchange or other organized trading market or self-
regulatory organization, to have violated a securities or commodities law of regulation, and the judgment
has not been reversed, suspended, or vacated.

10. EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE
The following table identifies the Company's Chief Executive Officer and the four most highly
compensated executive officers and summarize their aggregate annual compensation in 2012 and 2013

and the estimated aggregate compensation for 2014. Such compensation is received from EDI and none
from the Company.
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Name and Year Salary (P) Bonus Other Annual
principal position ‘000 (P) Compensation

CEO Winston S. Co, President

A Katherine L. Tan, Treasurer

B Kendrick Andrew L. Tan, Executive Director

C Edwin Jaranilla, Plant Manager

D Eleizer S. Joaquin, Vice President for Sales and Marketing
Total President and four most 2012 14,235 None
highly compensated executive 2013 16,159 None
officer 2014 18,525 None

E All other officers and named 2012 0
directors as a group 2013 0

COMPENSATION OF DIRECTORS

The Company’s By-Laws stipulates that, except for reasonable per diem, directors, as such, are entitled to
receive only such compensation as may be granted to them upon the recommendation of the
Compensation and Remuneration Committee and subsequent approval by vote of stockholders
representing at least a majority of outstanding capital stock at a regular or special meeting of
stockholders. In no case shall the total yearly compensation of directors, as such, exceed 10% of the net
income before tax of the Corporation for the preceding year.

EMPLOYMENT CONTRACTS AND TERMINATION OF EMPLOYMENT AND CHANGE-IN-CONTROL
ARRANGEMENT

There are no employment contract between the Company and a named executive officer; and no
compensatory plan or arrangement, including payments to be received from the Company, with respect to
a named executive officer, that results or will result from the resignation, retirement or any other
termination of such executive’s employment with the Company and its subsidiaries or from a change-in-
control of the Company or a change in the named executive officer’s responsibilities following a change-in-
control and amount involved, including all periodic payments or installments, exceeds P2.5 million.

OUTSTANDING WARRANTS AND OPTION

The Group does not have warrants or options, and as such there are no warrants or options held by the
CEO, the named executive officers, and all officers and directors.
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11. SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL OWNERS
AND MANAGEMENT

SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL OWNERS OF MORE THAN 5%
AS OF MARCH 31, 2014

Name, address of

Name of Beneficial

Title of Record Owner and Owner and Relationship No. of Shares Percent
Class Relationship with with Record Owner Citizenship  Held
Issuer [Direct] [Indirect]
Common | Alliance Global Group, | Alliance Global Group, Filipino 11,700,000,000 | 78.00%
Inc., Inc.,
7/F 1880 Eastwood
Avenue, Eastwood
City, E. Rodriguez Jr.
Avenue, Bagumbayan,
Quezon City,
Parent of the Issuer
Alliance Global Group,
Inc., ultimate parent1 1,431,764,995 9.55%
Common | PCD Nominee Participants of the PCD Non- 1,588,256,529 10.59%
Corporation (Non- composed of custodian Filipino
Filipino) banks and brokers®

'AGI beneficially owns shares held by foreign subsidiaries totaling 1,431,764,995 shares representing
about 9.55%. “Other than the persons identified above, there are no other beneficial owners of more than
5% of the Company’s outstanding capital stock that are known to the Company.

SECURITY OWNERSHIP OF MANAGEMENT AS OF MARCH 31, 2014

Amount and
Title of Nature of Percent of
Class Name of Beneficial Owner Beneficial Citizenship Class
Ownership
Directors
Common Andrew L. Tan 1 (indirect) Filipino Nil
Common Winston S. Co 1 (indirect) Filipino Nil
Common Katherine L. Tan 1 (indirect) Filipino Nil
Common Kingson U. Sian 1 (indirect) Filipino Nil
Common Kendrick Andrew L. Tan 1 (indirect) Filipino Nil
Common Miguel B. Varela 1 (indirect) Filipino Nil
Common Alejo L. Villanueva, Jr. 1 (indirect) Filipino Nil
Other Executive Officers
Common Winston S. Co Same as above
Common Katherine L. Tan Same as above
Common Dina D.R. Inting 0 Filipino N/A
Common Dominic V. Isberto 0 Filipino N/A
Common Rolando D. Siatela 0 Filipino N/A
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VOTING TRUST HOLDERS OF 5% OR MORE

The Company is not aware of the existence of persons holding more than five percent (5%) of the
Company’s common shares under a voting trust or similar agreement.

CHANGES IN CONTROL
The Company is not aware of any arrangement which may result in a change in control.
12. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Except for the material related party transactions described in the notes to the consolidated financial
statements of the Company for the years 2013, 2012 and 2011 (please see as filed elsewhere in here),
there has been no material transaction during the last two years, nor is there any material transaction
currently proposed, to which the Company was or is to be a party, in which any director or executive
officer, any nominee for election as director, stockholder of more than ten percent (10%) of the
Company’s voting shares, and any member of the immediate family (including spouse, parents, children,
siblings, and in-laws) of any such director or officer or stockholder of more than ten percent (10%) of the
Company’s voting shares had or is to have a direct or indirect material interest

PART IV - EXHIBITS AND SCHEDULES

14. EXHIBITS AND REPORTS ON SEC FORM 17-C

REPORTS ON SEC FORM 17-C FILED DURING THE LAST SIX-MONTH PERIOD COVERED BY THIS
REPORT

Date Disclosures

28 August 2013 Result of the Special Meeting of Directors

28 August 2013 Subscription of Alliance Global Group, Inc. to up to 15B shares
17 September 2013 Press Release: “Alliance Global Group launches an offering of TSI shares”
19 September 2013 Stockholders’ approval of amendment to Articles of Incorporation to change

corporate name to Emperador Inc.

20 September 2013 Press Release: “Alliance Global Group successfully prices TSI offering”
24 September 2013 Procedures for updating stock certificates to reflect new corporate name of

TRILLIONSTARS HOLDINGS, INC.

25 September 2013 Addendum to procedures for updating stock certificate

27 September 2013 Procedures for updating stock certificates to reflect new corporate name of
EMPERADOR INC.
24 October 2013 Press Release: “Emperador acquires new vineyard land, prepares to enter
new market”

14 November 2013 Press Release: “Emperador 9-month 2013 net profit surges 31% to P4.5
billion”
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EMPERADOR INC.

10/F Liberty Center, 104 H.V. Dela Costa St., Salcedo Village, Makati City
Tel. No. 709-2038 to 41 Fax No. 709-1966

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR CONSOLIDATED FINANCIAL STATEMENTS

The management of Emperador Inc. (formerly TrillionStars Holdings, Ine., formerly Touch Solutions, Inc.) is
responsible for the preparation and fair presentation of the consolidated financial statements as at
December 31, 2013 and 2012 and for each of the three vears in the petiod ended December 31, 2013,
including the additional components attached therein, in accordance with the Philippine Financial
Reporting Standards. This responsibility includes designing and implementing internal controls relevant
to the preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or etror, selecting and applying appropriate accounting policies, and
making accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the consolidated financial statements, including the
additional components attached therein, and submits the same to the stockholders.

Punongbayan & Araullo, the independent auditors appointed by the stockholders, has examined the
consolidated financial statements of the Company and its subsidiaries in accordance with Philippine
Standards on Auditing and, in its report to the Boatd of Directors and stockholders, has expressed its
opinion on the fairness of presentation upon completion of such examination.
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e
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Report of Independent Auditors

The Board of Directors and Stockholders
Emperador Inc. and Subsidiaries

(Formerly TrillionStars Holdings, Inc.)
(Formerly Touch Solutions, Inc.)

(A Subsidiaty of Alliance Global Group, Inc. J
10™ Floot, Liberty Center

104 H.V. dela Costa Street

Salcedo Village, Makati City

We have audited the accompanying consolidated financial statements of

Emperador Inc. and Subsidiaties, which comprise the consolidated statements of
financial position as at December 31, 2013 and 2012, and the consolidated statements
of comprehensive income, consolidated statements of changes in equity and
consolidated statements of cash flows for each of the three yeats in the period ended
December 31, 2013, and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with Philippine Financial Reporting
Standards, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to exptress an opinion on these consolidated financial statements
based on out audits. We conducted our audits in accordance with Philippine
Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements ate free from material misstatement.



An audit involves performing procedutes to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of matetial
misstatement of the consolidated financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the consolidated financial statements
in order to design audit procedures that are approptiate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material
respects, the consolidated financial position of Emperador Inc. and Subsidiaries as at
December 31, 2013 and 2012, and their consolidated financial performance and their
consolidated cash flows for each of the three years in the period ended December 31,
2013 in accordance with Philippine Financial Reporting Standards.

PUNONGBAYAN & ARAULLO
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By: Mailene Sigue-Bisnar
Pattner

CPA Reg. No. 0090230
TIN 120-319-128
PTR No. 4225004, January 2, 2014, Makati City
SEC Group A Accreditation
Partner - No. 0396-AR-2 (until Aug. 8, 2015)
Firm - No. 0002-I'R-3 (until Jan. 18, 2015)
BIR AN 08-002511-20-2012 (until May 15, 2015)
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EMPERADOR INC. AND SUBSIDIARIES
(Formerly TrillionStars Holdings, Inc.)
(Formerly Touch Solutions, Inc.)

(A Subsidiary of Alliance Global Group, Inc.)
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2013 AND 2012
(With Corresponding Figures as of January 1, 2012)
(Amounts in Philippine Pesos)

December 31, January 1,
2012* 2012*
December 31, (As Restated — (As Restated —
Notes 2013 see Note 2) see Note 2)
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 P 24,040,194,994 P 4,656,449,593 P 2,732,835,724
Trade and other receivables - net 6 3,025,554,060 1,991,369,147 2,922,270,844
Financial assets
at fair value through profit or loss 7 - 170,070,472 -
Inventories 8 3,526,529,441 3,338,145,804 1,593,268,260
Prepayments and other current assets 195,019,245 80,433,437 21,738,922
Total Current Assets 30,787,297,740 10,236,468,453 7,270,113,750
NON-CURRENT ASSETS
Property, plant and equipment - net 9 3,751,319,910 2,013,925,725 785,799,636
Trademarks - net 10 329,058,362 415,238,652 516,495,929
Deferred tax assets 17 32,235,360 20,290,962 7,820,184
Other non-current assets - net 11 325,450,808 147,556,760 84,401,456
Total Non-current Assets 4,438,064,440 2,597,012,099 1,394,517,205
TOTAL ASSETS P 35,225,362,180 P 12,833,480,552 P 8,664,630,955
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Trade and other payables 12 P 3,671,850,463 P 3,854,169,163 P 3,692,312,992
Income tax payable 538,586,438 442,020,490 324,748,196
Financial liability
at fair value through profit or loss 7 38,631,143 - 87,720,237
Total Current Liabilities 4,249,068,044 4,296,189,653 4,104,781,425
NON-CURRENT LIABILITY
Retirement benefit obligation 16 87,780,322 54,124,877 17,510,396
Total Liabilities 4,336,848,366 4,350,314,530 4,122.291,821
EQUITY
Capital stock 19 15,000,000,000 61,750,005 55,750,005
Additional paid-in capital 11,155,461,023 99,789,060 72,789,060
Equity reserves 2 - 5,838,460,935 2,871,460,935
Accumulated translation adjustments 134,457,168 ( 3,531,605) 49,828,913
Revaluation reserves ( 26,249,891)  ( 9,471,957)  ( 4,100,711)
Retained earnings 19 4,624,845,514 2,496,169,584 1,496,610,932
Total Equity 30,888,513,814 8,483,166,022 4,542 339,134
TOTAL LIABILITIES AND EQUITY P 35,225,362,180 P 12,833,480,552 P 8,664,630,955

See Notes to Consolidated Financial Statements.

* These consolidated financial statements represent continuation of the consolidated financial statements of EDI and its subsidiaries, except
for the capital structure (see Note 2).



REVENUES

COSTS AND EXPENSES
Costs of goods sold
Selling and distribution expenses

General and administrative expenses

Other charges

PROFIT BEFORE TAX

TAX EXPENSE

NET PROFIT

EMPERADOR INC. AND SUBSIDIARIES
(Formerly TrillionStars Holdings, Inc.)

(Formerly Touch Solutions, Inc.)

(A Subsidiary of Alliance Global Group, Inc.)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 2011
(Amounts in Philippine Pesos)

2012%*
(As Restated —

2011%
(As Restated —

OTHER COMPREHENSIVE INCOME (LOSS)
Item that will be reclassified subsequently

to profit or loss

Translation gain (loss)

Items that will not be reclassified subsequently

to profit or loss
Net actuarial loss on

retirement benefit obligation
Tax income on remasurement of

retirement benefit obligation

TOTAL COMPREHENSIVE INCOME

Earnings per share

Notes 2013 see Note 2) see Note 2)
13 29,864,744,842 23,594,290,329 P 17,355,038,834
14 19,316,811,485 14,556,180,244 12,550,113,509
15 2,097,852,769 1,983,588,161 1,496,761,737
15 281,884,408 218,367,356 74,139,563
6,7,16 263,092,696 6,722,845 63,423,770
21,959,641,358 16,764,858,606 14,184,438,579
7,905,103,484 6,829,431,723 3,170,600,255
17 2,074,293,503 1,829,878,637 865,479,224
5,830,809,981 4,999,553,086 2,305,121,031
137,988,773 ( 53,360,518 ) 69,228,863
16 23,968,477 ) ( 5,646,782 -
17 7,190,543 1,694,035 -
16,777,934 ) ( 3,952,747) -
121,210,839 ( 57,313,265) 69,228,863
5,952,020,820 4,942,239,821 P 2,374,349,894
20 0.52 1.92 P 1.07

See Notes to Consolidated Financial Statements.

* These consolidated financial statements represent continuation of the consolidated financial statements of EDI and its subsidiaries, except

for the capital structure (see Note 2).



EMPERADOR INC. AND SUBSIDIARIES
(Formerly TrillionStars Holdings, Inc.)
(Formerly Touch Solutions, Inc.)
(A Subsidiary of Alliance Global Group, Inc.)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 2011
(Amounts in Philippine Pesos)

2012% 2011%
(As Restated — (As Restated —
Notes 2013 see Note 2) see Note 2)
CAPITAL STOCK 19
Balance at beginning of year P 61,750,005 P 55,750,005 P 25,750,000
Issuances during the year 14,938,249,995 6,000,000 30,000,005
Balance at end of year 15,000,000,000 61,750,005 55,750,005
ADDITIONAL PAID-IN CAPITAL
Balance at beginning of year 99,789,060 72,789,060 -
Issuances during the year 11,055,671,963 27,000,000 72,789,060
Balance at end of year 11,155,461,023 99,789,060 72,789,060
EQUITY RESERVES 2
Balance at beginning of year 5,838,460,935 2,871,460,935 2,974,250,000
Increase (decrease) during the year ( 5,838,460,935 ) 2,967,000,000 ( 102,789,065 )
Balance at end of year - 5,838,460,935 2,871,460,935
ACCUMULATED TRANSLATION ADJUSTMENTS
Balance at beginning of year ( 3,531,605 ) 49,828,913 ( 19,399,950 )
Currency translation adjustments during the year 137,988,773 ( 53,360,518) 69,228,863
Balance at end of year 134,457,168 ( 3,531,605 ) 49,828,913
REVALUATION RESERVES
Balance at beginning of year
As previously stated - - -
Effect of adoption of PAS 19 (Revised) 2 ( 9,471,957 ) ( 4,100,711 ) ( 4,100,711 )
As restated ( 9,471,957 ) ( 4,100,711) ( 4,100,711)
Recognition of effect of adoption of PAS 19 (Revised)
by the acquired subsidiary - ( 1,418,499 ) -
Actuatial income on retitement benefit
obligation for the year, net of tax ( 16,777,934 ) ( 3,952,747) -
Balance at end of year ( 26,249,891 ) ( 9,471,957) ( 4,100,711)
RETAINED EARNINGS
Balance at beginning of year
As previously stated 2,495,610,946 1,496,158,812 791,155,406
Effect of adoption of PAS 19 (Revised) 2 558,638 452,120 334,495
As restated 2,496,169,584 1,496,610,932 791,489,901
Recognition of effect of adoption of PAS 19 (Revised)
by the acquired subsidiary - 5,566 -
Net profit for the year 5,830,809,981 4,999,553,086 2,305,121,031
Cash dividends declared during the year 19 ( 3,702,134,051 ) ( 4,000,000,000 ) ( 1,600,000,000 )
Balance at end of year 4,624,845,514 2,496,169,584 1,496,610,932
TOTAL EQUITY P 30,888,513,814 P 8,483,166,022 P 4,542,339,134

See Notes to Consolidated Financial Statements.

* These consolidated financial statements tepresent continuation of the consolidated financial statements of EDI and its subsidiaries, except
for the capital structure (see Note 2).



EMPERADOR INC. AND SUBSIDIARIES
(Formerly TrillionStars Holdings, Inc.)
(Formerly Touch Solutions, Inc.)

(A Subsidiary of Alliance Global Group, Inc.)

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 2011

(Amounts in Philippine Pesos)

2013

2012*

(As Restated —
see Note 2)

2011*

(As Restated —
see Note 2)

Notes
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Depreciation and amortization 9
Fair value losses (gains) on financial assets
Interest income
Amorttization of trademarks 10
Impairment losses
Interest expense
Loss (gain) on sale of property, plant and equipment
Operating profit before working capital changes
Decrease (increase) in trade and other receivables
Decrease (increase) in financial instruments at
fair value through profit or loss
Increase in inventories
Decrease (increase) in prepayments and other current assets
Decrease (increase) in other non-current assets
Increase (decrease) in trade and other payables
Increase in retirement benefit obligation
Cash generated from operations
Cash paid for income taxes
Net Cash From Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of a subsidiary 1
Acquisitions of property, plant and equipment 9
Interest received
Acquisition of trademark 10
Proceeds from sale of property, plant and equipment 9

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid 19
Proceeds from additional capital subsctiption

Net Cash From (Used in) Financing Activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

BEGINNING BALANCE OF CASH AND CASH
EQUIVALENTS OF NEW SUBSIDIARY

CASH AND CASH EQUIVALENTS
AT END OF YEAR

—_~ o~~~

P 7,905,103,484

6,829,431,723

3,170,600,255

312,760,208 213,973,958 105,125,867
212,020,646 ( 292,535,659 ) 57,236,323
133,053,603)  ( 63206378)  ( 77,575,701 )
102,334,204 101,257,277 101,257,277
6,159,219 4,072,108 5,119,257
2,899,330 2,650,737 1,068,190
1,534,684 ) 156,917 -
8,406,688,804 6,795,800,683 3,362,831,468
1,044,801,252 ) 808,667,422 ( 317,734,566 )
2,711,523 ) 44,484,099 1,711,723,634
188,383,637)  ( 1,642,951,652)  ( 433,475,081 )
320,743,498 ) 74,497,747 8,502,057
182,318,700)  ( 62,613,481) 32,957,628
74,341,384 ( 126,694,437)  ( 1,470,350,535)
6,787,638 6,555,530 2,967,716
6,748,859,216 5,897,745,911 2,897,422,321
1,872,609,734)  ( 1,633,973,304)  ( 751,763,363 )
4,876,249,482 4.263,772,607 2,145,658,958
13,500,000,000)  ( 100,000,000 ) -
2,051,683,004)  ( 1,310,447,798)  ( 78,892,530 )
118,942,570 63,206,378 77,575,701
16,153,914 ) - -
3,063,295 2,200,000 B
15,445,831,053)  ( 1345,041,420)  ( 1,316,829 )
3,702,134,051)  ( 4,000,000,000)  ( 1,600,000,000 )
33,655,461,023 3,000,000,000 B
29,953,326,972  ( 1,000,000,000)  ( 1,600,000,000)
19,383,745,401 1,918,731,187 544,342,129
4,656,449,593 2,732,835,724 2,188,493,595
- 4,882,682 B
P 24,040,194,994 4,656,449,593 2,732,835,724

See Notes to Consolidated Financial Statements.

* These consolidated financial statements represent continuation of the consolidated financial statements of EDI and its subsidiaries, except

for the capital structure (see Note 2).



EMPERADOR INC. AND SUBSIDIARIES
(Formerly TrillionStars Holdings, Inc.)
(Formerly Touch Solutions, Inc.)
(A Subsidiary of Alliance Global Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013, 2012 AND 2011
(Amounts in Philippine Pesos)

CORPORATE INFORMATION
11 Change in Corporate Name

Emperador Inc. (EMP or the Parent Company or the Company) was incorporated under
the name of Touch Solutions, Inc. (TSI) on November 26, 2001. On June 19, 2013, the
Board of Directors (BOD) approved the change in corporate name to TrillionStars
Holdings, Inc. This was ratified by the stockholders and approved by the Philippine
Securities and Exchange Commission (SEC) on August 27 and September 5, 2013,
respectively.

On August 28, September 16 and September 27, 2013, the BOD, stockholders by written
assent, and SEC, respectively, approved the change in corporate name to Emperador Inc.

12 Corporate Update

The Parent Company was incorporated in the Philippines and registered with SEC,
primarily as an information-technology (IT) services and products provider. On

March 1, April 10 and July 31, 2013, the BOD, stockholders and SEC, respectively,
approved the change in the primary purpose of the Parent Company to become a holding
company. Consequently, the Parent Company disposed of its IT-related net assets in
April 2013 (see Note 1.4).

On June 19, August 27 and September 5, 2013, the BOD, stockholders and SEC,
respectively, approved the increase in authorized capital stock to 20 billion shares from
100 million shares (see Note 19).

On August 28, 2013, Alliance Global Group, Inc. (AGI or the Ultimate Parent Company)
obtained a controlling interest in EMP through AGJI’s subscription to EMP’s new capital
stock. As part of this transaction, AGI transferred to EMP all the issued and outstanding
shares of Emperador Distillers, Inc. (EDI) owned by AGI (see Note 1.3).

AGl is a domestic holding company with diversified investments in real estate, food and
beverage manufacturing, quick service restaurants and tourism-oriented businesses.

The common shares of the Parent Company and AGI were first listed in the Philippine
Stock Exchange (PSE) on December 19, 2011 and April 19, 1999, respectively.

The registered principal office of EMP is located at 10" floor, Liberty Center, 104 H.V.
dela Costa Street, Salcedo Village, Makati City. The business address of EMP and the
registered office of AGI are located at 7" Floor, 1880 Eastwood Avenue, Eastwood City
CyberPark, 188 E. Rodriguez, Jr. Avenue, Bagumbayan, Quezon City.
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1.3 Acquisition of EDI by the Parent Company

On August 28, 2013, the Parent Company acquired 100% ownership interest in EDI from
AGI, as a condition to AGI’s subscription to EMP shares [see Notes 1.2 and 2.3(c)]. EDI
was incorporated in the Philippines on June 6, 2003 to primarily engage in the
manufacturing and trading of brandy, wine or other similar alcoholic beverage products.
EDT’s registered office which is also its principal place of business, is located at the 7"
Floor, 1880 Eastwood Avenue, Eastwood City CyberPark, 188 E. Rodriguez, Jr. Avenue,
Bagumbayan, Quezon City.

EDI currently has two principal brands, namely, Emperador brandy (in three variants,
namely Brandy, Light brandy and Deluxe) and The BaR flavored alcoholic beverage (in gin,
vodka and tequila). EDI and its subsidiaries (collectively referred to as the “EDI Group”)
are all engaged in businesses related to the main business of EDI. The liquor production
business was acquired in 2007 from the Andrew Tan family who started it in 1979. EDI’s
subsidiaries are as follows:

Explanatory Percentage of Ownership
Name of Subsidiaries Notes 2013 2012
Anglo Watsons Glass, Inc. (AWGI) (@) 100% 100%
The Bar Beverage, Inc. (The Bar) (b) 100% 100%
Emperador International, Ltd. (EIL) (¢ 100% 100%

Explanatory Notes:

(@ EDI acquired 100% ownership from AGI in 2012. Since EDI and AWGI are under the common
control of AGI, the acquisition was accounted for under the pooling-of-interest method of
accounting [see Note 2.3 (b)]. EDI opted not to restate the financial information in the
consolidated financial statements for periods prior to the date of the business combination.
AWGTI is a domestic corporation presently engaged in flint glass container manufacturing and
primarily supplies EDI’s bottle requirements.

AWGT’s registered office is located in 7t Floor, 1880 Eastwood Avenue, Eastwood City
CyberPark, 188 E. Rodriguez, Jr. Avenue, Bagumbayan, Quezon City. AWGI’s glass

manufacturing plant is located in Silangan Industrial Estates, Canlubang, Laguna.

(b) Incorporated to carry out a general and commercial business of manufacturing, making, processing,
importing, exporting, buying, and selling any and all kinds of alcohol, wine or liquor products.

The Bar’s registered office is located in 7% Floor, 1880 Eastwood Avenue, Eastwood City
CyberPark, 188 E. Rodriguez, Jr. Avenue, Bagumbayan, Quezon City.

(¢) A foreign entity incorporated in the British Virgin Islands primarily to handle the international
sales, marketing and merchandising of EDI’s products. EIL is presently operating as an investment
holding entity.

EIL’s registered office and principal place of business is at the offices of Portcullis TrustNet (BVI)
Limited, which is currently located at Porctcullis Trust Net Chambers, 4 Floor Skeleton Building,
3076 Drake’s Highway, Road Town, Tortola, British Virgin Islands.



-3-

The acquisition of EDI by the Parent Company was effectively an acquisition of a group of
assets because the Parent Company does not constitute a business as defined under
Philippine Financial Reporting Standard (PFRS) 3, Business Combinations. The consolidated
financial statements of the Parent Company and EDI and its subsidiaries (collectively
referred to as the “Group”) represent the continuation of the consolidated financial
statements of EDI and its subsidiaries (collectively referred to as the “EDI Group”). The
comparative information presented in these consolidated financial statements is that of the
EDI Group and not that originally presented in the previous consolidated financial
statements of the Parent Company. The comparative information is also adjusted
retroactively to reflect the legal capital of the Parent Company [see Note 2.3(c)].

14 Discontinuance of IT operations

On March 1 and April 10, 2013, the Company’s BOD and stockholders, respectively,
approved the transfer of all or substantially all the assets and liabilities related to the IT
business. In April 2013, the Parent Company (then named TSI) disposed of its investment
in Sagesoft Solutions, Inc. (SSI) to TSI’s minority stockholders and transferred and
conveyed its I'T-related net assets to SSI (see Note 1.2). SSI is engaged in establishing and
operating I'T services and products. SSI was a wholly owned subsidiary of the Parent
Company as of March 31, 2013.

The following are the book value of the assets and liabilities transferred to SSI.

Trade and other receivables P 38,139,036
Trade and other payables ( 25,818,055)
Cash and cash equivalents 11,637,576
Property and equipment 4,215,506
Prepayments and other current assets 1,151,003
Retirement benefit obligation ( 675,739)
Net assets P 28,649,327

15 Approval of the Consolidated Financial Statements

The consolidated financial statements of the Group as of and for the year ended
December 31, 2013 (including the comparatives for the year ended December 31, 2012 and
2011) were authorized for issue by the BOD on March 26, 2014.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies that have been used in the preparation of these
consolidated financial statements are summarized below. The policies have been
consistently applied to all the years presented, unless otherwise stated.
2.1 Basis of Preparation of Consolidated Financial Statements
(a)  Statement of Compliance with Philippine Financial Reporting Standards
The consolidated financial statements of the Group have been prepared in
accordance with Philippine Financial Reporting Standards (PFRS). PFRS are adopted

by the Financial Reporting Standards Council from the pronouncements issued by
the International Accounting Standards Board (IASB).
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The consolidated financial statements have been prepared using the measurement
bases specified by PFRS for each type of asset, liability, income and expense. The
measurement bases are more fully described in the accounting policies that follow.

Presentation of Consolidated Financial Statements

The consolidated financial statements are presented in accordance with Philippine
Accounting Standard (PAS) 1, Presentation of Financial Statements. The Group presents
all items of income and expenses in a single statement of comprehensive income.

The Group presents a third statement of financial position as at the beginning of the
preceding period when it applies an accounting policy retrospectively, or makes a
retrospective restatement or reclassification of items that has a material effect on the
information in the statement of financial position at the beginning on the preceding
period. The related notes to the third statement of financial position are not required
to be disclosed.

The Group’s adoption of PAS 19 (Revised), Employee Benefits, resulted in retrospective
restatements on certain accounts in the comparative consolidated financial statements
for December 31, 2012 and in the corresponding figures as of January 1, 2012

[see Note 2.2(a)(i)]. Accordingly, the Group presents a third consolidated statement
of financial position as of January 1, 2012 without the related notes, except for the
disclosures required under PAS 8, Accounting Polices, Changes in Accounting Estimates and
Errors. Furthermore, certain accounts in the 2012 and 2011 consolidated statements
of comprehensive income were reclassified to conform to the current year
presentation, which did not result in a material impact on the Group’s consolidated
financial statements.

Functional and Presentation Currency

These consolidated financial statements are presented in Philippine pesos, the
Group’s functional and presentation currency, and all values represent absolute
amounts except when otherwise indicated.

Items included in the consolidated financial statements of the Group are measured
using its functional currency. Functional currency is the currency of the primary
economic environment in which the Group operates.

Adoption of New and Amended PFRS
Effective in 2013 that are Relevant to the Group

In 2013, the Group adopted the following new PEFRS, revisions, amendments and
improvements thereto that are relevant to the Group and effective for consolidated

financial statements for the annual period beginning on or after
July 1, 2012 or January 1, 2013:

PAS 1 (Amendment) : Presentation of Financial
Statements — Presentation of
Items of Other Comprehensive
Income

PAS 19 (Revised) : Employee Benefits



PFRS 7 (Amendment) : Financial Instruments: Disclosures —

Offsetting Financial Assets and
Financial Liabilities

PFRS 10 : Consolidated Financial Statements

PFRS 12 : Disclosures of Interests in Other
Entities

PAS 27 (Revised) : Separate Financial Statements

PFRS 10 and 12

(Amendments) : Amendments to PFRS 10 and 12
Transition Guidance to
PFRS 10 and 12

PEFRS 13 : Fair Value Measurement
2009-2011 Annual
Improvements
PAS 1 (Amendment) : Presentation of Financial Statements —
Clarification of the Requirements for
Comparative Information
PAS 16 (Amendment) : Property, Plant and Equipment —
Classification of Servicing
Equipment
PAS 32 (Amendment) : Financial Instruments — Presentation —

Tax Effects of Distribution to
Holders of Equity Instruments

PAS 34 (Amendment) : Interim Financial Reporting — Interim
Financial Reporting and Segment
Information for Total Assets and
Liabilities

Discussed below are the relevant information about these new, revised and amended
standards.

®

PAS 1 (Amendment), Presentation of Financial Statements — Presentation of Items of
Other Comprebensive Income (effective from July 1, 2012). The amendment
requires an entity to group items presented in other comprehensive income into
those that, in accordance with other PFRS: (a) will not be reclassified
subsequently to profit or loss; and, (b) will be reclassified subsequently to profit
or loss when specific conditions are met. The amendment has been applied
retrospectively; hence, the presentation of other comprehensive income has
been modified to reflect the changes. This amendment affected presentation
aspect only and had no significant impact on the Group’s consolidated
statement of financial position and consolidated statement of comprehensive
income.

PAS 19 (Revised), Employee Benefits (effective from January 1, 2013). The revised
standard made a number of changes to the accounting for employee benefits.
The most significant changes relate to defined benefit plan as follows:

e climinates the corridor approach and requires the recognition of
remeasurements (including actuarial gains and losses) arising in the reporting
period in other comprehensive income;
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e changes the measurement and presentation of certain components of the
defined benefit cost. The net amount in profit or loss is affected by the
removal of the expected return on plan assets and interest cost components
and their replacement by a net interest expense or income based on the net

defined benefit liability or asset; and,

e cnhances disclosure requirements, including information about the
characteristics of defined benefit plans and the risks that entities are
exposed to through participation in those plans.

The Group has applied PAS 19 (Revised) retrospectively in accordance with its
transitional provisions. Consequently, it restated the comparative consolidated
financial statements for December 31, 2012 and the corresponding figures as of
January 1, 2012. The effect of the restatement on the affected asset, liability

and equity components is shown below.

December 31, 2012

As Previously

Effect of
Adoption of
PAS 19 (Revised)

As Restated

Reported
Change in asset and liability:
Deferred tax asset P 16,470,969
Retirement benefit obligation ( 41,391,565)

Net decrease in equity

Changes in components of equity:

P 3819993
(_ 12733312)

P 8,913,319)

(

P 20,290,962
54,124,877)

Retained earnings P 2,495,610,946 P 558,638 P 2,496,169,584
Revaluation reserves - ( 9,471,957) ( 9,471,957)
Net decrease in equity 2 13,319)
January 1, 2012
Effect of
As Previously Adoption of
Reported PAS 19 (Revised) As Restated
Change in asset and liability:
Deferred tax asset P 6,256,502 P 1,563,682 P 7,820,184
Retirement benefit obligation ( 12,298,123) ( 5212,273) ( 17,510,396)
Net decrease in equity P___ 3,648,591)
Changes in components of equity:
Retained earnings P 1,496,158,812 P 452,120 P 1,496,610,932
Revaluation reserves - ( 4,100,711) ( 4,100,711)
Net decrease in equity (P 3,648,591
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The effects of the adoption of PAS 19 (Revised) on the consolidated statements
of comprehensive income for the years ended December 31, 2012 and 2011 are
shown below.

2012
Effect of
As Previously Adoption of
Reported PAS 19 (Revised) As Restated
Changes in profit or loss:
Tax expense P 1,829,835,371) (P 43,266) (P 1,829,878,637)
General and administrative
expenses ( 221,162,311) 2,794,955 ( 218,367,356)
Other chatrges ( 4,072,108) ( 2,650,737) ( 6,722,845)
Net increase in net profit
for the year P 100,952
Changes in other comprebensive income:
Remeasurements of
post-employment defined
benefit plan — net of tax P - P 3,952,747 P 3,952,747

The adoption of PAS 19 (Revised) did not result in a change on the amount of
other comprehensive income reported in the 2011 consolidated statement of
comprehensive income as there were no actuarial gains or losses on remeasurements
of retirement benefit obligation during the year.

2011
Effect of
As Previously Adoption of
Reported PAS 19 (Revised) As Restated
Changes in profit or loss:

Tax expense (P 865,428,813) (P 50,411) (P 8065,479,224)
General and administrative

expenses ( 75,375,789) 1,236,226 ( 74,139,563)
Other charges ( 62,355,580) ( 1,068,190) ( 63,423,770)
Net increase in net profit

for the year P 117,625

The adoption of PAS 19 (Revised) did not have a material impact on the

Group’s statements of cash flows for the years ended December 31, 2012
and 2011.

The adoption of PAS 19 (Revised) did not have a material impact on the
Group’s basic and diluted earnings per share.
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PFRS 7 (Amendment), Financial Instruments: Disclosures — Offsetting Financial Assets
and Financial Liabilities (effective from January 1, 2013). The amendment
requires qualitative and quantitative disclosures relating to gross and net
amounts of recognized financial instruments that are set-off in accordance with
PAS 32, Financial Instruments: Presentation. The amendment also requires
disclosure of information about recognized financial instruments which are
subject to enforceable master netting arrangements or similar agreements, even
if they are not set-off in the statement of financial position, including those
which do not meet some or all of the offsetting criteria under PAS 32 and
amounts related to a financial collateral. These disclosures allow financial
statement users to evaluate the effect or potential effect of netting
arrangements, including rights of set-off associated with recognized financial
assets and financial liabilities on the entity’s statement of financial position.
The details and outstanding balances of financial assets and financial liabilities
that are subject to offsetting agreements and similar arrangements are disclosed
in Note 23.2.

Consolidation and Disclosures

In 2013, the Company has adopted the following consolidation standards and
disclosures that are relevant to the Company:

e PFRS 10, Consolidated Financial Statements (etfective from January 1, 2013).
This standard changes the definition of control focusing on three
elements which determine whether the investor has control over the
investee such as the: (a) power over the investee, (b) exposure or rights to
variable returns from involvement with the investee; and, (c) ability to use
such power to affect the returns. This standard also provides additional
guidance to assist in determining control when it is difficult to assess,
particularly in situation where an investor that owns less than 50% of the
voting rights in an investee may demonstrate control to the latter.

e PERS 12, Disclosure of Interest in Other Entities (effective January 1, 2013). This
standard integrates and makes consistent the disclosure requirements for
entities that have interest in subsidiaries, joint arrangements, associates,
special purpose entities and unconsolidated structured entities. In general,
this requires more extensive disclosures about the risks to which an entity is
exposed from its involvement with structured entities.

o PAS 27 (Revised), Separate Financial Statements (effective January 1, 2013).
This revised standard now covers the requirements pertaining solely to
separate financial statements after the relevant discussions on control and
consolidated financial statements have been transferred and included in

PFRS 10.
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Subsequent to the issuance of these standards, amendments to PFRS 10 and 12
were issued to clarify certain transitional guidance for the first-time application
of the standards. The guidance clarifies that an entity is not required to apply
PFRS 10 retrospectively in certain circumstances and clarifies the requirements
to present adjusted comparatives. The guidance also made changes to PFRS 10
and PFRS 12 which provide similar relief from the presentation or adjustment
of comparative information for periods prior to the immediately preceding
period. Further, it provides relief by removing the requirement to present
comparatives for disclosures relating to unconsolidated structured entities for
any period before the first annual period for which PFRS 12 is applied.

The Group has evaluated the various facts and circumstances related to its
interests in other entities and it has determined that the adoption of the
foregoing standards had no material impact on the amounts recognized in
theseconsolidated financial statements. Additional information, however, ate
disclosed in compliance with the requirements of PAS 27 (Revised) with respect
to principal place of business and incorporation of the subsidiaties

(see Note 1.3).

PERS 13, Fair V' alne Measurement (etfective from January 1, 2013). This new
standard clarifies the definition of fair value and provides guidance and
enhanced disclosures about fair value measurements. The requirements under
this this standard do not extend the use of fair value accounting but provide
guidance on how it should be applied to both financial instrument items and
non-financial items for which other PFRSs require or permit fair value
measurements, except in certain circumstances. This new standard applies
prospectively from annual period beginning January 1, 2013; hence, disclosure
requirements need not be presented in the comparative information in the first
year of application.

Other than the additional disclosures presented in Note 24, the application of
this new standard had no significant impact on the amounts recognized and
disclosed in the consolidated financial statements.

2009 — 2011 Annual Improvements to PFRS. Annual improvements to PFRS
(2009-2011 Cycle) made minor amendments to a number of PFRS. Among
those improvements, the following are relevant to the Group:

(a) PAS 1 (Amendment), Presentation of Financial Statements — Clarification of the
Reguirements for Comparative Information. The amendment clarifies that a
statement of financial position as at the beginning of the preceding period
(third statement of financial position) is required when an entity applies an
accounting policy retrospectively, or makes a retrospective restatement or
reclassification of items that has a material effect on the information in the
third statement of financial position. The amendment specifies that other
than disclosure of certain specified information in accordance with PAS 8,
related notes to the third consolidated statement of financial position are
not required to be presented.

Consequent to the Group’s adoption of PAS 19 (Revised) in the current year
which resulted in retrospective restatement of the prior years’ consolidated
financial statements, the Group has presented a third consolidated statement
of financial position as of January 1, 2012 without the related notes, except
for the disclosure requirements of PAS 8.
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(b) PAS 16 (Amendment), Property, Plant and Equipment — Classification of
Servicing Equipment. 'The amendment addresses a perceived inconsistency
in the classification requirements for servicing equipment which resulted
in classifying servicing equipment as part of inventory when it is used for
more than one period. It clarifies that items such as spare parts, stand-by
equipment and servicing equipment shall be recognized as property, plant
and equipment when they meet the definition of property, plant and
equipment, otherwise, these are classified as inventory. This amendment
has no significant effect on the consolidated financial statements of the
Group since it does not have such items which are covered by this
amendment.

(¢) PAS 32 (Amendment), Financial Instruments: Presentation — Tax Effect of
Distributions to Holders of Equity Instruments. The amendment clarifies that
the consequences of income tax relating to distributions to holders of an
equity instrument and to transaction costs of an equity transaction shall be
accounted for in accordance with PAS 12, Income Taxes. Accordingly,
income tax relating to distributions to holders of an equity instrument is
recognized in profit or loss while income tax related to the transaction
costs of an equity transaction is recognized in equity. This amendment
had no significant impact on the Group’s consolidated financial
statements as it has been recognizing the effect of distributions to the
holders of equity instruments and transaction costs of equity instruments
in accordance with PAS 12.

(d) PAS 34 (Amendment), Interim Financial Reporting and Segment Information for
Total Assets and Liabilities (effective from January 1, 2013). This standard
clarifies the requirements on segment information for total assets and
liabilities for each reportable segment to enhance consistency with the
requirements in paragraph 23 of IFRS 8, Operating Segments. 1t also clarifies
that the total assets and liabilities for a particular reportable segment are
required to be disclosed if, and only if: (a) a measure of total assets or of
total liabilities (or both) is regulatly provided to the chief operating decision
maker; and, (b) there has been a material change from those measures
disclosed in the last annual financial statements for that reportable segment.

(b)  Effective in 2013 that are not Relevant to the Gronp

The Group has not adopted the following new PFRS, amendments and improvement
to PFRS, which are mandatory for accounting periods beginning on or after
January 1, 2013 as these are not relevant to the Group.

PFRS 1 (Amendment) : First-time Adoption of PFRS —
Government Loans

PFRS 11 : Joint Arrangements

PAS 28 (Amendment) : Investments in Associates and Joint
Ventures

PFRS 11 (Amendment) : Amendments to PFRS 11 —

Transition Guidance to PFRS 11
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Philippine Interpretation

International Financial

Reporting Interpretations

Committee 20 : Stripping Costs in the Production
Phase of a Surface Mine

Annual Improvements

PFRS 1 (Amendment) : First-time Adoption of PFRS — Repeated
Application of PFRS 1 and
Borrowing Costs

Effective Subsequent to 2013 but not Adopted Early

There are new PFRS and amendments, annual improvements and interpretation to
existing standards that are effective for periods subsequent to 2013. Management
has initially determined the following pronouncements, which the Group will apply
in accordance with their transitional provisions, to be relevant to its financial
statements:

®

(i)

PAS 19 (Amendment), Employee Benefits— Defined Benefit Plans — Employee
Contributions (effective from January 1, 2014). The amendment clarifies that if
the amount of the contributions from employees or third parties is dependent
on the number of years of service, an entity shall attribute the contributions to
periods of service using the same attribution method (i.e., either using the plan’s
contribution formula or on a straight-line basis) for the gross benefit.
Management has initially determined that this amendment will have no impact
on the Group’s consolidated financial statements.

PAS 32 (Amendment), Financial Instruments: Presentation — Offsetting Financial Assets
and Financial Liabilities (effective from January 1, 2014). The amendment
provides guidance to address inconsistencies in applying the criteria for
offsetting financial assets and financial liabilities. It clarifies that a right of set-
off is required to be legally enforceable, in the normal course of business; in the
event of default; and in the event of insolvency or bankruptcy of the entity and
all of the counterparties. The amendment also clarifies the principle behind net
settlement and provided characteristics of a gross settlement system that would
satisfy the criterion for net settlement. The Group does not expect this
amendment to have a significant impact on its consolidated financial statements.

(iil) PAS 36 (Amendment), Impairment of Assets — Recoverable Amount Disclosures for

Non-financial Assets (effective from January 1, 2014). The amendment clarifies
that the requirements for the disclosure of information about the recoverable
amount of assets or cash-generating units is limited only to the recoverable
amount of impaired assets that is based on fair value less cost of disposal. It
also introduces an explicit requirement to disclose the discount rate used in
determining impairment (or reversals) where recoverable amount based on fair
value less cost of disposal is determined using a present value technique.
Management will reflect in its subsequent years’ financial statements the changes
arising from this relief on disclosure requirements, if the impact of the
amendment will be applicable.
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(iv) PERS 9, Financial Instruments: Classification and Measurement. 'This is the first part
of a new standard on financial instruments that will replace PAS 39, Financial
Instruments: Recognition and Measurement, in its entirety. The first phase of the
standard was issued in November 2009 and October 2010 and contains new
requirements and guidance for the classification, measurement and recognition
of financial assets and financial liabilities. It requires financial assets to be
classified into two measurement categories: amortized cost or fair value. Debt
instruments that are held within a business model whose objective is to collect
the contractual cash flows that represent solely payments of principal and
interest on the principal outstanding are generally measured at amortized cost.
All other debt instruments and equity instruments are measured at fair value. In
addition, PFRS 9 allows entities to make an irrevocable election to present
subsequent changes in the fair value of an equity instrument that is not held for
trading in other comprehensive income.

The accounting for embedded derivatives in host contracts that are financial
assets is simplified by removing the requirement to consider whether or not
they are closely related, and, in most arrangements, does not require separation
from the host contract.

For liabilities, the standard retains most of the PAS 39 requirements which
include amortized cost accounting for most financial liabilities, with bifurcation of
embedded derivatives. The main change is that, in case where the fair value
option is taken for financial liabilities, the part of a fair value change due to the
liability’s credit risk is recognized in other comprehensive income rather than in
profit or loss, unless this creates an accounting mismatch.

In November 2013, the IASB has published amendments to International
Financial Reporting Standard (IFRS) 9 that contain new chapter and model on
hedge accounting that provides significant improvements principally by aligning
hedge accounting more closely with the risk management activities undertaken by
entities when hedging their financial and non-financial risk exposures. The
amendment also now requires changes in the fair value of an entity’s own debt
instruments caused by changes in its own credit quality to be recognized in other
comprehensive income rather in profit or loss. It also includes the removal of the
January 1, 2015 mandatory effective date of IFRS 9.

To date, the remaining chapter of IFRS/PFRS 9 dealing with impairment
methodology is still being completed. Further, the IASB is currently discussing
some limited modifications to address certain application issues regarding
classification of financial assets and to provide other considerations in
determining business model.

The Group does not expect to implement and adopt PFRS 9 until its effective
date. In addition, management is currently assessing the impact of PFRS 9 on
the financial statements of the Group and it will conduct a comprehensive study
of the potential impact of this standard prior to its mandatory adoption date to
assess the impact of all changes.
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(v) PFRS 10, 12 and PAS 27 (Amendments) - Investment Entities (effective from
January 1, 2014). The amendments define the term “investment entities,”
provide supporting guidance, and require investment entities to measure
investments in the form of controlling interest in another entity, at fair value
through profit or loss.

Management does not anticipate this amendment to have a material impact on
the Group’s financial statements.

(vi) Annual Improvements to PFRS. Annual improvements to PFRS (2010-2012
Cycle) and PFRS (2011-2013 Cycle) made minor amendments to a number of
PFRS, which are effective for annual period beginning on or after July 1, 2014.
Among those improvements, the following amendments are relevant to the
Group but management does not expect a material impact on the Group’s
financial statements:

Annual Improvements to PERS (2010-2012 Cycle)

(a) PAS 16 (Amendment), Property, Plant and Equipment and PAS 38
(Amendment), Intangible Assets. The amendments clarify that when an item
of property, plant and equipment, and intangible assets is revalued, the gross
carrying amount is adjusted in a manner that is consistent with a revaluation
of the carrying amount of the asset.

(b) PAS 24 (Amendment), Related Party Disclosures. The amendment clarifies
that an entity providing key management services to a reporting entity is
deemed to be a related party of the latter. It also requires and clarifies that
the information required to be disclosed in the financial statements are the
amounts incurred by the reporting entity for key management personnel
services that are provided by a separate management entity should and not
the amounts of compensation paid or payable by the key management entity
to its employees or directors.

(¢) PERS 3 (Amendment), Business Combinations (etfective July 1, 2014). Requires
contingent consideration that is classified as an asset or a liability to be
measured at fair value at each reporting date.

(d) PERS 13 (Amendment), Fair Valne Measurement. The amendment, through a
revision only in the basis of conclusion of PFRS 13, clarifies that issuing
PFRS 13 and amending certain provisions of PFRS 9 and PAS 39 related to
discounting of financial instruments, did not remove the ability to measure
short-term receivables and payables with no stated interest rate on an
undiscounted basis, when the effect of not discounting is immaterial.

Annnal Improvements to PERS (2011-2013 Cycle)

(a) PFRS 3 (Amendment), Business Combinations (effective July 1, 2014). Clarifies
that PFRS 3 excludes from its scope the accounting for the formation of a
joint arrangement in the financial statements of the joint arrangement itself.
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(b) PFRS 13 (Amendment), Fair VValue Measurement. The amendment clarifies that
the scope of the exception for measuring the fair value of a group of financial
assets and financial liabilities on a net basis (the portfolio exception) applies to
all contracts within the scope of, and accounted for in accordance with,

PAS 39 or PFRS 9, regardless of whether they meet the definition of financial
assets or financial liabilities as defined in PAS 32.

The Group has not adopted any other standard, interpretation or amendment
that has been issued but is not yet effective.

2.3 Basis of Consolidation of Investment in Subsidiaties

The Group’s consolidated financial statements comprise the accounts of the Parent
Company and its subsidiaries as enumerated in Note 1.3, after the elimination of material
intercompany transactions. All intercompany assets and liabilities, equity, income, expenses
and cash flows relating to transactions between entities under the Group, are eliminated in
full on consolidation. Unrealized profits and losses from intercompany transactions that
are recognized in assets are also eliminated in full. Intercompany losses that indicate
impairment are recognized in the consolidated financial statements.

The financial statements of subsidiaries are prepared for the same reporting period as that
of the Parent Company, using consistent accounting policies.

Subsidiaries are entities (including structured entities) over which the Group has control.
The Group controls an entity when it is exposed, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power
over the entity. Subsidiaries are consolidated from the date the Parent Company obtains
control. The Parent Company reassesses whether or not it controls an entity if facts and
circumstances indicate that there are changes to one or more of the three elements of
controls indicated above. Accordingly, entities are deconsolidated from the date that
control ceases.

(a)  Accounting for Business Combination using the Acquisition Method

The acquisition method is applied to account for acquired subsidiaries. This requires
recognizing and measuring the identifiable assets acquired, the liabilities assumed and
any noncontrolling interest in the acquiree. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities
incurred to the former owners of the acquire and the equity interests issued by the
Group, if any. The consideration transferred also includes the fair value of any asset
or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred and subsequent change in the fair
value of contingent consideration is recognized directly in profit or loss.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date.
On an acquisition-by-acquisition basis, the Group recognizes any noncontrolling
interest in the acquire, either at fair value or at the noncontrolling interest’s
proportionate share of the recognized amounts of acquiree’s identifiable net assets.
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The excess of the consideration transferred, the amount of any noncontrolling
interest in the acquiree and the acquisition-date fair value of any existing equity
interest in the acquiree over the acquisition-date fair value of identifiable net assets
acquired is recognized as goodwill. If the consideration transferred is less than the
fair value of the net assets of the subsidiary acquired in the case of a bargain purchase,
the difference is recognized directly as gain in profit or loss.

Accounting for Business Combination using the Pooling-of-interests Method

Business combinations arising from transfers of interests in entities that are under the
common control of the principal shareholder are accounted for under the pooling-of-
interests method. Transfers of assets between commonly-controlled entities are
accounted for under historical cost accounting. No restatements are made to the
financial information in the consolidated financial statements for periods prior to the
business combination; hence, the profit and loss of the acquiree is included in the
consolidated financial statements only from the acquisition date. Also, any
pre-acquisition income and expenses of a subsidiary are no longer included in the
consolidated financial statements.

The acquisition of AWGI by EDI was accounted for using the
pooling-of-interest method (see Note 1.3).

Reverse Acquisition Accounting Involving a Non-Operating Shell Company

The acquisition of EDI disclosed in Note 1.3 has been accounted for similar to a
reverse acquisition of a non-operating shell company. Such transaction was
accounted for in the consolidated financial statements of the Parent Company, which
is the legal parent (the accounting acquiree), as a continuation of the consolidated
financial statements of the EDI Group, which is the legal subsidiary (the accounting
acquirer).

In accounting for such transaction, the comparative information presented in these
consolidated financial statements is, therefore, that of the EDI Group and not that
originally presented in the previous financial statements of the legal parent
(accounting acquiree, in this case, the Parent Company). The comparative
information is also adjusted retroactively to reflect the legal capital of the Parent
Company in each of the years presented.

Prior to 2013, as allowed under existing accounting standards, EDI had not presented
its consolidated financial statements because it was a wholly-owned subsidiary of
AGI, which presents consolidated financial statements available for public use that
comply with PFRS.

The 2012 consolidated financial statements,which represent the consolidated financial
statements of the EDI Group, except for the capital structure, reflect:

e The assets and liabilities of EDI Group, which are recognized and measured at
their pre-acquisition carrying amounts;

e The retained earnings and other equity balances, which primarily pertain to
accumulated translation adjustments, of the EDI Group before the business
acquisition (L.e., not those of the Parent Company);
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e The capital stock and additional paid-in capital (APIC), which represent the legal
capital of the Parent Company;

e The total equity, which is equivalent to that of the EDI Group;

e The excess of the net assets of the EDI Group over the sum of the legal capital
of the Parent Company and the consolidated retained earnings and other equity
account of the EDI Group, which is presented as Equity reserves; and,

e The net profit for all the periods presented, which reflects that of the EDI
Group.

2.4 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the Group’s strategic steering committee; its chief operating decision-maker.
The strategic steering committee is responsible for allocating resources and assessing
performance of the operating segments.

In identifying its operating segments, management generally follows the Group’s products
and service lines, which represent the main products and services provided by the Group.

Presently, the Group’s only significant operating segment is related to its manufacturing and
trading operations; hence, no segment reporting is presented.

2.5 Financial Assets

Financial assets are recognized when the Group becomes a party to the contractual terms
of the financial instrument. Financial assets other than those designated and effective as
hedging instruments are classified into the following categories: financial assets at fair
value through profit or loss (FVTPL), loans and receivables, held-to-maturity investments
and available-for-sale financial assets. Financial assets are assigned to the different
categories by management on initial recognition, depending on the purpose for which the
investments were acquired.

Regular purchases and sales of financial assets are recognized on their trade date.

All financial assets that are not classified as at FVTPL are initially recognized at fair value
plus any directly attributable transaction costs. Financial assets carried at FVTPL are
initially recorded at fair value and the related transaction costs are recognized in profit or
loss.

The financial asset categories currently relevant to the Group are loans and receivables
and financial assets at FVIPL. A more detailed description of these financial assets is as
follows:

(a)  Financial Assets at F1TPL

This category includes financial assets that are either classified as held for trading or
that meets certain conditions and are designated by the entity to be carried at fair
value through profit or loss upon initial recognition. All derivatives fall into this
category, except for those designated and effective as hedging instruments. Assets
in this category are classified as current if they are either held for trading or are
expected to be realized within 12 months from the end of the reporting period.
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Financial assets at FVTPL are measured at fair value, and changes therein are
recognized in profit or loss. Financial assets (except derivatives and financial
instruments originally designated as financial assets at fair value through profit or
loss) may be reclassified out of FVTPL category if they are no longer held for the
purpose of being sold or repurchased in the near term.

(b)  Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Group
provides money, goods or services directly to a debtor with no intention of trading
the receivables. They are included in current assets, except for maturities greater
than 12 months after the end of the reporting period which are classified as
non-current assets.

The Group’s financial assets categorized as loans and receivables are presented as
Cash and Cash Equivalents and Trade and Other Receivables (except for Advances
to Suppliers) and Refundable security deposit (presented as part of Other
Non-current Assets) in the consolidated statement of financial position. Cash and
cash equivalents include cash on hand, demand deposits and short-term, highly
liquid investments with original maturities of three months or less, readily
convertible to known amounts of cash and which are subject to insignificant risk of
changes in value.

Loans and receivables are subsequently measured at amortized cost using the
effective interest method, less impairment loss, if any. Impairment loss is provided
when there is objective evidence that the Group will not be able to collect all
amounts due to it in accordance with the original terms of the receivables. The
amount of the impairment loss is determined as the difference between the assets’
carrying amount and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred), discounted at the financial asset’s
original effective interest rate or current effective interest rate determined under the
contract if the loan has a variable interest rate.

All income and expenses, including impairment loss, relating to financial assets that are
recognized in profit or loss are presented as part of Other Revenues under the Revenues
account and in the Other Charges account in the consolidated statement of
comprehensive income.

For investments that are actively traded in organized financial markets, fair value is
determined by reference to stock exchange-quoted market bid prices at the close of
business on the reporting period. For investments where there is no quoted market price,
fair value is determined by reference to the current market value of another instrument
which is substantially the same or is calculated based on the expected cash flows of the
underlying net asset base of the investment.

Non-compounding interest, dividend income and other cash flows resulting from holding
financial assets are recognized in profit or loss when earned, regardless of how the related
carrying amount of financial assets is measured.

The financial assets are derecognized when the contractual rights to receive cash flows
from the financial instruments expire, or when the financial assets and all substantial risks
and rewards of ownership have been transferred to another party.
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2.6 Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is determined
using the first-in, first-out method. Finished goods and work-in-process inventories
include the cost of raw materials, direct labor and a proportion of manufacturing overhead
based on normal operating capacity. The cost of raw materials include all costs directly
attributable to acquisitions, such as the purchase price, import duties and other taxes that
are not subsequently recoverable from taxing authorities.

Net realizable value of finished goods is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and the estimated costs necessary to make
the sale. Net realizable value of raw materials is the current replacement cost.

2.7 Prepayments and Other Assets

Prepayments and other assets pertain to other resources controlled by the Group as a result
of past events. They are recognized in the consolidated financial statements when it is
probable that the future economic benefits will flow to the entity and the asset has a cost or
value that can be measured reliably.

Other recognized assets of similar nature, where future economic benefits are expected to
flow to the Group beyond one year after the end of the reporting period (or in the normal
operating cycle of the business, if longer), are classified as non-current assets.

2.8 Property, Plant and Equipment

Property, plant and equipment, except land, are carried at acquisition cost less accumulated
depreciation, amortization and any impairment losses. As no finite useful life for land can
be determined, related carrying amount (which is cost less any impairment losses, if any) is
not depreciated.

The cost of an asset comprises its purchase price and directly attributable costs of bringing
the asset to working condition for its intended use. Expenditures for additions, major
improvements and renewals are capitalized; expenditures for repairs and maintenance are
charged to expense as incurred.

Depreciation is computed on the straight-line basis over the estimated useful lives of the
assets as follows:

Buildings and building improvements 25 years
Land improvement 10 years
Machinery and equipment 10 years
Tools and other equipment 2 to 10 years
Transportation equipment 5 to 10 years
Office furniture and fixtures 3 to 10 years

Moulds and dies are depreciated using their expected usage for the period. Total usage
multiplied by rate results to depreciation expense for the period. The rate is computed by
dividing cost by estimated cases to be produced.

Leasehold improvements are amortized over the estimated useful life of the improvements
of 5 to 10 years or the lease term, whichever is shorter.
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Construction in progress represents properties under construction and is stated at cost. This
includes cost of construction and other direct costs. The account is not depreciated until
such time that the assets are completed and available for use.

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (see Note 2.17).

The residual values and estimated useful lives of property, plant and equipment are
reviewed, and adjusted if appropriate, at the end of each reporting period.

An item of property, plant and equipment, including the related accumulated depreciation,
amortization and impairment loss, is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or
loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item) is included in consolidated
statement of comprehensive income in the year the item is derecognized.

2.9 Trademarks

Trademarks acquired and used in the production are accounted for under the cost model.
The cost of the trademarks is the amount of cash or cash equivalents paid or the fair value
of the other considerations given up to acquire the asset at the time of its acquisition.
Capitalized costs are amortized on a straight-line basis over the estimated useful life of

ten years. In addition, trademarks are subject to impairment testing as described in
Note 2.17.

When an intangible asset, such as trademarks, is disposed of, the gain or loss on disposal is
determined as the difference between the proceeds and the carrying amount of the asset
and is recognized in profit or loss.

2.10 Financial Liabilities
The categories of financial liabilities relevant to the Group are more fully described below.
(a)  Financial Liabilities at F1”TPL

Financial liabilities are classified in this category if they are held for trading or
derivative transactions that are not accounted for as accounting hedges, or when the
Group elects to designate a financial liability under this category.

The Group occasionally uses derivative financial instruments, such as foreign
exchange forward contracts, to manage its risks associated with fluctuations in foreign
currency. Such derivative financial instruments are initially recognized at fair value on
the date on which the derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

The Group’s derivative instruments provide economic hedges under the Group’s
policies but are not designated as accounting hedges. Consequently, any gains or
losses arising from changes in fair value are taken directly to profit or loss for the

period.
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(b)  Financial Liabilities at Amortized Cost

This category pertains to financial liabilities that are not held for trading or not
designated as FVTPL upon inception of the liability. This includes trade and other
payables [except output value-added tax (VAT) and other tax-related payables| and is
recognized when the Group becomes a party to the contractual agreements of the
instrument.

Financial liabilities are initially recognized at their fair values and subsequently
measured at amortized cost using effective interest method for maturities beyond one
year, less settlement payments.

All interest-related charges, if any, are recognized as an expense under the caption
Other Charges in the consolidated statement of comprehensive income.

Dividend distributions to shareholders are recognized as financial liabilities upon
declaration by the Group.

Financial liabilities are classified as current liabilities if payment is due to be settled within
one year or less after the end of the reporting period (or in the normal operating cycle of
the business, if longer), or the Group does not have an unconditional right to defer
settlement of the liability for at least 12 months after the end of the reporting period.
Otherwise, these are presented as non-current liabilities.

Financial liabilities are derecognized from the consolidated statement of financial position
only when the obligations are extinguished either through discharge, cancellation or
expiration. The difference between the carrying amount of the financial liability derecognized
and the consideration paid or payable is recognized in profit or loss.

2.11 Offsetting Financial Instruments

Financial assets and liabilities are offset and the resulting net amount is reported in the
consolidated statement of financial position when there is a legally enforceable right to set
off the recognized amounts and there is an intention to settle on a net basis, or realize the
asset and settle the liability simultaneously.

2.12 Business Combination

Business acquisitions are accounted for using the acquisition or pooling-of-interest method
of accounting.

Goodwill represents the excess of the cost of an acquisition over the fair value of the
Group’s share of the net identifiable assets of the acquired subsidiary at the date of
acquisition. Subsequent to initial recognition, goodwill, if any, is measured at cost less any
accumulated impairment losses. Goodwill is tested annually for impairment and carried at
cost less accumulated impairment losses. Impairment losses on goodwill are not reversed.

Negative goodwill, which is the excess of the Group’s interest in the net fair value of net
identifiable assets acquired over acquisition cost, is charged directly to income.

For the purpose of impairment testing, goodwill is allocated to cash-generating units or
groups of cash-generating units that are expected to benefit from the business combination
in which the goodwill arose. The cash-generating units or groups of cash-generating units
are identified according to operating segment.
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Gains and losses on the disposal of an interest in a subsidiary include the carrying amount
of goodwill relating to it.

If the business combination is achieved in stages, the acquirer is required to remeasure its
previously held equity interest in the acquiree at its acquisition-date fair value and recognize
the resulting gain or loss, if any, in the profit or loss or other comprehensive income, as
appropriate.

Any contingent consideration to be transferred by the Group is recognized at fair value at
the acquisition date. Subsequent changes to the fair value of the contingent consideration
that is deemed to be an asset or liability is recognized in accordance with PAS 37, Provisions,
Contingent Liabilities and Contingent Assets, either in profit or loss or as a change to other
comprehensive income. Contingent consideration that is classified as equity is not
remeasured, and its subsequent settlement is accounted for within equity.

2.13 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of the
outflow may still be uncertain. A present obligation arises from the presence of a legal or
constructive obligation that has resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of the reporting period,
including the risks and uncertainties associated with the present obligation. Where there
are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. When time
value of money is material, long-term provisions are discounted to their present values
using a pretax rate that reflects market assessments and the risks specific to the obligation.
The increase in the provision due to passage of time is recognized as interest expense.
Provisions are reviewed at the end of each reporting period and adjusted to reflect the
current best estimate.

In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no liability is recognized in the consolidated financial statements.
Similarly, possible inflows of economic benefits to the Group that do not yet meet the
recognition criteria of an asset are considered contingent assets, hence, are not recognized
in the financial statements. On the other hand, any reimbursement that the Group can be
virtually certain to collect from a third party with respect to the obligation is recognized as
a separate asset not exceeding the amount of the related provision.

2.14 Revenue and Expense Recognition

Revenue is measured by reference to the fair value of consideration received or receivable
by the Group for goods sold, excluding VAT, rebates and trade discounts.

Revenue is recognized to the extent that the revenue can be reliably measured; it is
probable that future economic benefits will flow to the Group; and the costs incurred or
to be incurred can be measured reliably. In addition, the following specific recognition
criteria must also be met before revenue is recognized:

(a) Sale of goods — Revenue is recognized when the risks and rewards of ownership of the
goods have passed to the buyer, i.e., generally when the customer has acknowledged
delivery of goods.
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(b) Interest income — This is recognized as the interest accrues taking into account the
effective yield on the asset.

Cost and expenses are recognized in the consolidated statement of comprehensive income
upon utilization of goods or services or at the date they are incurred.

2.15 Leases — Group as Lessee

Leases are classified as operating lease when all the risks and benefits of ownership of the
asset are not substantially transferred to the Group. Operating lease payments are
recognized as expense in profit or loss on a straight-line basis over the lease term.
Associated costs, such as maintenance and insurance, are expensed as incurred.

The Group determines whether an arrangement is, or contains, a lease based on the
substance of the arrangement. It makes an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset.

2.16 Foreign Currency Transactions and Translation

(a)  Transactions and Balances

The accounting records of the Group are maintained in Philippine pesos. Foreign
currency transactions during the year are translated into the functional currency at
exchange rates which approximate those prevailing on transaction dates.

Foreign currency gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the consolidated statement of
comprehensive income as part of profit or loss.

(b)  Translation of Financial Statements of a Foreign Subsidiary

The operating results and financial position of EIL, which are measured using the
U.S. dollar, its functional currency, are translated to Philippine pesos, the Group’s
functional currency, as follows:

(i) Monetary assets and liabilities for each statement of financial position presented
are translated at the closing rate at the end of the reporting period;

(i) Non-monetary assets and liabilities for each statement of financial position
presented, which are measured in terms of historical cost, are translated using
the exchange rate at the date of the transaction. Non-monetary assets and
liabilities which are measured at fair value are translated using the exchange rates
at the date when the fair value was determined;

(i) Income and expenses for each profit or loss account are translated at the
monthly average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the dates of the
transactions); and,

(iv) All resulting translation adjustments are recognized in other comprehensive
income and in a separate component of consolidated statement of changes in
equity under Accumulated Translation Adjustments.
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When a foreign operation is partially disposed of or sold, such exchange differences
are recognized in the consolidated statement of comprehensive income as part of the
gain or loss on sale.

The translation of the financial statements into Philippine peso should not be
construed as a representation that the U.S. dollar amounts could be converted into
Philippine peso amounts at the translation rates or at any other rates of exchange.

2.17 Impairment of Non-financial Assets

The Group’s property, plant and equipment, trademarks and other non-financial assets
are subject to impairment testing. All other individual assets are tested for impairment
whenever events or changes in circumstances indicate that the carrying amount of those
assets may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). As a result, assets are
tested for impairment either individually or at the cash-generating unit level.

Impairment loss is recognized in profit or loss for the amount by which the asset’s or
cash-generating unit’s carrying amount exceeds its recoverable amounts which is the
higher of its fair value less costs to sell and its value in use. In determining value in use,
management estimates the expected future cash flows from each cash-generating unit and
determines the suitable interest rate in order to calculate the present value of those cash
flows. Discount factors are determined individually for each cash-generating unit and
reflect management’s assessment of respective risk profiles, such as market and
asset-specific risk factors.

All assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist. An impairment loss is reversed if the asset’s or cash
generating unit’s recoverable amount exceeds its carrying amount.

2.18 Employment Benefits
The Group’s post-employment benefits to its employees are as follows:

(a)  Defined Benefit Plan

The Group has not established a formal post-employment plan. However, it
complies with the requirements of Republic Act (RA) No. 7641, The Retirement Pay
Law, in providing for post-employment benefit to qualified employees. It has accrued
the estimated cost of post-employment benefit under a defined benefit plan using the
projected unit credit method covering all regular and full-time employees.
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RA No. 7641 is a defined benefit plan. A defined benefit plan is a

post-employment plan that defines an amount of post-employment benefit that an
employee will receive on retirement, usually dependent on one or more factors such
as age, years of service and salary. The legal obligation for any benefits from this kind
of post-employment plan remains with the Group, even if plan assets for funding the
defined benefit plan have been acquired. Plan assets may include assets specifically
designated to a long-term benefit fund, as well as qualifying insurance policies. The
Group’s retirement cost accrual covers all regular full-time employees.

The liability recognized in the statement of financial position for defined benefit
plan is the present value of the defined benefit obligation (DBO) at the end of the
reporting period less the fair value of plan assets, if any. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit obligation is determined by
discounting the estimated future cash outflows using a discount rate derived from
the interest rates of a zero coupon government bond as published by Philippine
Dealing and Exchange Corporation,that are denominated in the currency in which
the benefits will be paid and that have terms to maturity approximating to the terms
of the related post-employment liability.

Remeasurements, comprising of actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions) are reflected immediately in the
statement of financial position with a charge or credit recognized in other
comprehensive income in the period in which they arise. Net interest is calculated
by applying the discount rate at the beginning of the period, taking account of any
changes in the net defined benefit liability during the period as a result of
contributions and benefit payments. Net interest is reported as part of Other
Charges account in the consolidated statement of comprehensive income.

Past-service costs are recognized immediately in profit or loss in the period of a
plan amendment.

(b)  Defined Contribution Plan

A defined contribution plan is a post-employment plan under which the Group pays
fixed contributions into an independent entity. The Group has no legal or
constructive obligations to pay further contributions after payment of the fixed
contribution. The contributions recognized in respect of defined contribution plans
are expensed as they fall due. Liabilities and assets may be recognized if
underpayment or prepayment has occurred and are included in current liabilities or
current assets as they are normally of a short-term nature.

(¢)  Bonus Plans

The Group recognizes a liability and an expense for bonuses, based on a formula that
takes into consideration the Group’s profits after certain adjustments. The Group
recognizes a provision where it is contractually obliged to pay the benefits, or where
there is a past practice that has created a constructive obligation.
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(d)  Compensated Absences

Compensated absences are recognized for the number of paid leave days (including
holiday entitlement) remaining at the end of the reporting period. They are included
in Trade and Other Payables account in the consolidated statement of financial
position at the undiscounted amount that the Group expects to pay as a result of the
unused entitlement.

2.19 Income Taxes

Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax
not recognized in other comprehensive income or directly in equity, if any.

Current tax assets or liabilities comprise those claims from, or obligations to, fiscal
authorities relating to the current or prior reporting period, that are uncollected or unpaid
at the end of the reporting period. They are calculated using the tax rates and tax laws
applicable to the fiscal periods to which they relate, based on the taxable profit for the year.
All changes to current tax assets or liabilities are recognized as a component of tax expense
in profit or loss.

Deferred tax is accounted for using the liability method, on temporary differences at the end
of the reporting period between the tax base of assets and liabilities and their carrying
amounts for financial reporting purposes. Under the liability method, with certain exceptions,
deferred tax liabilities are recognized for all taxable temporary differences and deferred tax
assets are recognized for all deductible temporary differences and the carryforward of unused
tax losses and unused tax credits to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the period when the asset is realized or the liability is settled provided such tax rates have
been enacted or substantively enacted at the end of the reporting period.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized.

Most changes in deferred tax assets or liabilities are recognized as a component of tax
expense in profit or loss, except to the extent that it relates to items recognized in other
comprehensive income or directly in equity. In this case, the tax is also recognized in
other comprehensive income or directly in equity, respectively.

Deferred tax assets and deferred tax liabilities are offset if the Group has a legally
enforceable right to set off current tax assets against current tax liabilities and the deferred
taxes relate to the same entity and the same taxation authority.

2.20 Related Party Relationships and Transactions

Related party transactions are transfers of resources, services or obligations between the
Group and its related parties, regardless whether a price is charged.
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Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial and operating
decisions. These parties include: (a) individuals owning, directly or indirectly through one
or more intermediaries, control or are controlled by, or under common control with the
Group; (b) associates; and, (c) individuals owning, directly or indirectly, an interest in the
voting power of the Group that gives them significant influence over the Group and close
members of the family of any such individual.

In considering each possible related party relationship, attention is directed to the substance
of the relationship and not merely on the legal form.

2.21 Equity
Capital stock represents the nominal value of shares that have been issued.

Additional paid-in capital includes any premium received on the issuance of capital stock.
Any transaction costs associated with the issuance of shares are deducted from additional
paid-in capital, net of any related income tax benefits.

Equity reserves represent the difference between the net assets of the EDI Group and the
sum of the legal capital of the Parent Company and the combined retained earnings and
other equity account of the EDI Group as a result of the accounting for reverse acquisition
involving a non-operating shell company [see Note 2.3(c)].

Accumulated translation adjustments represent the translation adjustments resulting from
the conversion of foreign currency denominated financial statements of certain subsidiary
into the Group’s presentation currency (see Note 22.1).

Revaluation reserves comprise gains and losses due to remeasurements of
post-employment defined benefit plan.

Retained earnings represent all current and prior period results of operations as reported in
the profit or loss section of the consolidated statement of comprehensive income, reduced
by the amounts of dividends declared.

2.22 Earnings Per Share

Basic earnings per share (EPS) is determined by dividing the net profit for the year
attributable to common shareholders by the weighted average number of common shares
issued and outstanding during the year, after giving retroactive effect to any stock
dividends, stock split or reverse stock split declared in the current year.

Diluted EPS is computed by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of dilutive potential shares. The Group does not have
dilutive potential shares outstanding that would require disclosure of diluted earnings per
share in the consolidated statement of comprehensive income.

In applying the reverse acquisition method [see Note 2.3 ()], the determination of the
weighted average number of ordinary shares outstanding considers the following:

(a) the number of ordinary shares outstanding from the beginning of that period to the
acquisition date is computed on the basis of the weighted average number of ordinary
shares of the legal acquiree outstanding during the period multiplied by the exchange
ratio established in the business combination; and,
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the number of ordinary shares outstanding from the acquisition date to the end of that

b) th ber of ordinary sh ding f; he acquisition d he end of th
period is the actual number of ordinary shares of the legal acquirer outstanding during
the period.

The basic EPS for each comparative period before the acquisition date presented in the
consolidated financial statements following a reverse acquisition is calculated by dividing
the profit or loss of the legal acquiree attributable to ordinary shareholders in each of those
periods by the legal acquiree’s historical weighted average number of ordinary shares
outstanding multiplied by the exchange ratio established during the acquisition.

2.23 Events After the End of the Reporting Period

Any post-year-end event that provides additional information about the Group’s
consolidated financial position at the end of the reporting period (adjusting event) is
reflected in the consolidated financial statements. Post-year-end events that are not
adjusting events, if any, are disclosed when material to the consolidated financial
statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial statements in accordance with PFRS
require management to make judgments and estimates that affect the amounts reported in
the financial statements and related notes. Judgments and estimates are continually
evaluated and are based on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the circumstances. Actual results
may ultimately differ from these estimates

3.1 Critical Management Judgments in Applying Accounting Policies

In the process of applying the Group’s accounting policies, management has made the
following judgments, apart from those involving estimation, which have the most
significant effect on the amounts recognized in the consolidated financial statements:

(a)  Distinction Between Operating and Finance 1 eases

The Group has entered into various lease agreements. Critical judgment was
exercised by management to distinguish each lease agreement as either an operating
or a finance lease by looking at the transfer or retention of significant risk and
rewards of ownership of the properties covered by the agreements. Failure to make
the right judgment will result in either overstatement or understatement of assets
and liabilities.

(b)  Recognition of Provisions and Contingencies

Judgment is exercised by management to distinguish between provisions and
contingencies. Policies on recognition of provisions and contingencies are discussed
in Note 2.13 and disclosures on relevant provisions and contingencies are presented
in Note 21.
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3.2 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a significant risk of

causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year:

(@)

)

(9

(d)

Impairment of Trade and Other Receivables

Adequate amount of allowance for impairment is provided for specific and groups
of accounts, where objective evidence of impairment exists. The Group evaluates
the amount of allowance for impairment based on available facts and circumstances
affecting the collectibility of the accounts, including, but not limited to, the length
of the Group’s relationship with the customers, the customers’ current credit status,
average age of accounts, collection experience and historical loss experience. The
carrying value of trade and other receivables and the analysis of allowance for
impairment on such financial assets are shown in Note 6.

Fair Value Measurement for Financial Instruments

Management apply valuation techniques to determine the fair value of financial
instruments where active market quotes are not available. This requires
management to develop estimates and assumptions based on market inputs, using
observable data that market participants would use in pricing the instrument.

Where such data is not observable, management uses its best estimate. Estimated
fair values of financial instruments may vary from the actual prices that would be
achieved in an arm’s length transaction at the reporting date. The carrying values of
the Group’s financial instruments at FVTPL and the amounts of fair value changes
recognized during the years on those assets are disclosed in Note 7.

Determining Net Realizable Values of Inventories

In determining the net realizable values of inventories, management takes into
account the most reliable evidence available at the times the estimates are made. The
Group’s core business is subject to changes in market factors that directly affect the
demand for alcoholic beverages such as purchasing power of consumers, degree of
competition, and other market-related factors. Future realization of inventories is
affected by price changes in the costs incurred necessary to make a sale. These
aspects are considered as key sources of estimation uncertainty and may cause
significant adjustments to the Group’s inventories within the next financial year.

No allowance for inventory decline was recognized in 2013 and 2012 as the carrying
amounts of the inventories are lower than their net realizable values (see Note 8).

Estimating Useful Lives of Property, Plant and Equipment and Trademarks

The Group estimates the useful lives of property, plant and equipment, and
trademarks based on the period over which the assets are expected to be available for
use. The estimated useful lives of property, plant and equipment, and trademarks are
reviewed periodically and are updated if expectations differ from previous estimates
due to physical wear and tear, technical or commercial obsolescence and legal or
other limits on the use of the assets (see Notes 2.8 and 2.9). The carrying amounts of
property, plant and equipment and trademarks are presented in Notes 9 and 10,
respectively.
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Determining Realizable Amount of Deferred Tax Assets

The Group reviews its deferred tax assets at the end of each reporting period and
reduces the carrying amount to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax asset
to be utilized. Management assessed that the deferred tax assets will be fully
utilized in the coming years. The carrying value of deferred tax assets as of those
dates is disclosed in Note 17.

Impairment of Non-financial Assets

In assessing impairment, management estimates the recoverable amount of each asset
or a cash-generating unit based on expected future cash flows and uses an interest
rate to calculate the present value of those cash flows. Estimation uncertainty relates
to assumptions about future operating results and the determination of a suitable
discount rate. Though management believes that the assumptions used in the
estimation of fair values reflected in the financial statements are appropriate and
reasonable, significant changes in these assumptions may materially affect the
assessment of recoverable values and any resulting impairment loss could have a
material adverse effect on the results of operations. No impairment losses were
recognized on non-financial assets in 2013 and 2012 based on management’s
assessment.

Valuation of Post-employment Defined Benefit

The determination of the Company’s obligation and cost of post-employment
defined benefit is dependent on the selection of certain assumptions used by
actuaries in calculating such amounts. Those assumptions include, among others,
discount rates, salary rate increase, and employee turnover rate. A significant
change in any of these actuarial assumptions may generally affect the recognized
expense and the carrying amount of the post-employment benefit obligation in the
next reporting period.

The amounts of post-employment benefit obligation and expense and an analysis of
the movements in the estimated present value of post-employment benefit, as well
as the significant assumptions used in estimating such obligation are presented in
Note 16.

SEGMENT INFORMATION

Presently, the Group’s only significant operating segment is related to its manufacturing
and trading of alcoholic beverage products. This is being monitored and strategic
decisions are made on the basis of operating results.

Furthermore, the Group’s operations are presently concentrated in one location; hence, it
has no geographical segment classification. The Group, however, continues to acquire
properties for future development in different locations. Sales to any of the Group’s major
customers did not exceed 10% of the Group’s revenues in all of the periods presented.

Since the Group has only one significant operating segment, the items presented in the
consolidated financial statements corresponding to assets and liabilities represent virtually
the entire segment assets and liabilities.



-30-
CASH AND CASH EQUIVALENTS

This account includes the following components:

2013 2012
Cash on hand and in banks P 1,948,055,704 P 777,954,753
Short-term placements 22,092,139,290 3,878,494,840

P24,040,194,994 P 4,656,449,593

Cash in banks generally earn interest at rates based on daily bank deposit rates.

Short-term placements have an average maturity of 30 days and earn effective annual
interest rates ranging from 1.2% to 2.5% in 2013, 3.0% to 3.9% in 2012 and 1.8% to 3.8%
in 2011. Interest earned amounted to P128.4 million, P57.8 million and P31.9 million in
2013, 2012 and 2011, respectively, and is presented as part of Other Revenues under
Revenues account in the consolidated statements of comprehensive income (see Note 13).

TRADE AND OTHER RECEIVABLES — Net

Details of this account are as follows:

Note 2013 2012
Trade receivables 18.4 P2,824,069,959 P 1,935,365,800
Allowance for impairment ( 18,788,211) ( 12,628,992)
2,805,281,748 1,922,736,808
Advances to suppliers 176,940,600 38,966,698
Advances to officers
and employees 18.5 14,463,297 10,408,070
Acctued interest receivable 14,111,033 -

Other receivables — net of
allowance for impairment
amounting to P882,669 14,757,382 19,257,571
220,272,312 68,632,339

P 3,025,554,060 P 1,991,369,147

Trade receivables are usually due within 30 days and do not bear any interest. All trade
receivables are subject to credit risk exposure.

All of the Group’s trade and other receivables have been reviewed for indications of
impairment and adequate amounts of allowance for impairment have been recognized.
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A reconciliation of the allowance for impairment is shown below.

2013 2012
Balance at beginning of year P 13,511,661 P 8,556,884
Impairment losses 6,159,219 4,072,108
Allowance catried from
acquired subsidiary - 882,669
Balance at end of year P 19,670,880 P 13,511,661

Impairment losses on trade and other receivables are presented as part of Other Charges in
the consolidated statements of comprehensive income.

The carrying amounts of these financial assets are a reasonable approximation of their fair
values due to their short-term duration.

FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR
LOSS

This account pertains to derivative assets and liabilities arising from foreign exchange
margins trading spot and forward contracts entered into. The term of these forward
contracts is usually one month.

The net changes in fair values of these financial instruments are presented in the
consolidated statements of comprehensive income as part of Other Revenues under the
Revenues (for net fair value gains) account or Other Charges (for net fair value losses).
The Group recognized fair value loss amounting to P212.2 million in 2013 and

P57.2 million in 2011 and fair value gains amounting to P292.5 million in 2012

(see Note 13).

INVENTORIES

Inventories as of December 31, 2013 and 2012 are all stated at cost, which is lower than
their net realizable values. The details of inventories are shown below.

Notes 2013 2012

Finished goods 14,18.1 P 1,036,441,587 P 424,547,140
Raw materials 14,18.1,18.8  2,185,068,609 2,585,740,667
Work-in-process 14 3,035,664 7,793,883
Packaging materials 14 192,687,386 225,701,215
Machinery spare parts,

consumables and

factory supplies 109,296,195 94,362,899

P 3,526,529,441 P 3,338,145,804
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9. PROPERTY, PLANT AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and amortization of property, plant and equipment at the beginning and end of 2013 and 2012 are
shown below.

Buildings Machinery Office Moulds
Land and Leasehold and Transportation Furniture and Construction
Land Improvement Improvements Improvement Equipment Equipment and Fixtures Dies in Progress Total
December 31, 2013
Cost P 924,583,429 P 28,636,221 P 281,204,398 P 55,633,085 P2,689,582,222 P237,746,928 P 59,968,801 P 57,756,463 P 464,731,277 P4,799,842,824
Accumulated depreciation
and amortization - ( 2,624987) (___42,146,930) (___26,545,608) (___774,973.851) (_132,514,180) (__ 27,538,081) (___42,179.277) - (_1,048,522914)
Net carrying amount P 924,583,429 P 26,011,234 P 239,057,468 P 29,087,477 P1,914,608,371 P105,232,748 P 32,430,720 P 15,577,186 P 464,731,277 P3,751.319,910
December 31, 2012
Cost P 132,830,000 P - P 179,647,878 P 35,040,732 P2,028,706,159 P 168,565,794 P 51,857,841 P 47480,439 P 107,203,119 P2,751,331,962
Accumulated depreciation
and amortization - - (__18,037,070) (___18,370,668) (___545,706,714) (_106,624,376) (__16,915,041) (__31,752,368) - (__737,406,237)
Net carrying amount P 132,830,000 P - P 161,610,808 P_ 16,670,064 P1,482,999.445 P 61,941,418 P 34942800 P 15728,071 P 107,203,119 P2,013,925,725
January 1, 2012
Cost P 58,480,000 P - P 49,032,394 P 31,657,740 P 799,757,352 P 132,307,672 P 18,275,961 P - P - P1,089,511,119
Accumulated depreciation
and amortization - - ( 6,981,119) ( 8,620,786) (__238,867,001) (__ 44,504,359) ( 4,738,218) - - (__303,711,483)

Net carrying amount P 58,480,000 P - P 42051275 P 23036954 P 560,890,351 P 87,803,313 P 13,537,743 P - P - P_ 785,799,636
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A reconciliation of the carrying amounts of property, plant and equipment at the beginning and end of 2013, 2012 and 2011 is shown below.

Buildings Machinery Office Moulds
Land and Leasehold and Transportation Furniture and Construction
Land Improvement Improvements Improvement Equipment Equipment and Fixtures Dies in Progress Total

Balance at January 1, 2013, net of
accumulated depreciation and

amortization P 132,830,000 P - P 161,610,808 P 16,670,064 P1,482,999,445 P 61,941,418 P 34942800 P 15,728,071 P 107,203,119 P2,013,925,725
Additions 791,753,429 28,636,221 101,556,519 20,592,353 660,876,063 72,353,276 8,110,961 10,276,024 357,528,158 2,051,683,004
Disposals - - - - - ( 1,528,611) - - - ( 1,528,611)
Depreciation and amortization

charges for the year - ( 2,624987) (___24.109,859) ( 8.174,940) (__229.267,137) (__27,533,335) (__10,623,041) (__10,426,909) - (312,760,208 )

Balance at December 31, 2013, net of
accumulated depreciation and
amortization P 924,583,429 P 26,011,234 P 239,057,468 P 29,087,477 P1,914,608,371 P 105,232,748 P 32,430,720 P 15,577,186 P 464,731,277 P 3,751.319,910

Balance at January 1, 2012, net of

accumulated depreciation and

amortization P 58,480,000 P - P 42,051,275 P 23,036,954 P 560,890,351 P 87,803,313 P 13,537,743 P - P - P 785,799,636
Additions as result of

acquisition of a subsidiary - - 20,986,285 1,318,097 96,819,256 2,780,361 750,918 11,354,249 - 134,009,166
Additions 74,350,000 103,548,583 219,561 949,217,853 34,680,067 32,356,460 8,872,155 107,203,119 1,310,447,798
Disposals - - - - - ( 2,356,917) - - - ( 2,356,917)
Depreciation and amortization

chatges for the year - - ( 4,975,335) ( 7,904,548) (__123,928,015) (___60,965,406) (___11,702,321) ( 4,498,333) - (___213,973958)
Balance at December 31, 2012, net of

accumulated depreciation and

amortization P 132,830,000 P - P 161,610,808 P 16,670,064 P1,482,999,445 P 61,941,418 P 34942,800 P 15,728,071 P 107,203,119 P 2,013,925,725
Balance at January 1, 2011, net of

accumulated depreciation and

amortization P 58,480,000 P - P 30,449,097 P 27,164,333 P 585,070,293 P 97,887,409 P 12981,841 P - P - P 812,032,973
Additions - - 13,176,632 - 52,230,720 11,244,596 2,240,582 - - 78,892,530
Depreciation and amortization

charges for the year - - ( 1,574.454) ( 4,127,379) (___76,410,662) (__21,328,692) ( 1,684,680) - - (___105,125.867)

Balance at December 31, 2011, net of
accumulated depreciation and
amortization P 58,480,000 P - P_42051275 P_23036954 P 560,890,351 P 87,803313 P_ 13537743 P - P - P_ 785,799,636
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In 2013, the Group acquired the distilling facility of Consolidated Distillers of the Far East,
Inc. (Condis), a related party under common ownership, located in Lumbangan, Nasugbu,
Batangas (see Note 18.8). Construction of another distillery plant started during the year.
In 2012, the Group began expansion of the main bottling plant in Sta. Rosa, Laguna. The
total amount incurred in the aforementioned construction are included in the Construction
in Progress account.

The Group, through EIL, acquired in 2013, certain parcels of land in Spain.
Also in 2012, the Group acquired a bottling plant in Bifian, Laguna from Diageo
Philippines which now serves as EDI’s annex plant, and it consolidated the glass

manufacturing plant of AWGI.

The amount of depreciation and amortization is allocated as follows:

Notes 2013 2012 2011
Cost of goods sold 14 P 268,737,100 P 130,754,266 P 76,817,753
Selling and distribution 15 37,712,739 78,056,333 24,854,105
Administrative expenses 15 6,310,369 5.163.359 3,454,009

P 312,760,208 P 213973958 P 105,125,867

TRADEMARKS

The Group’s trademarks were acquired from Condis, to manufacture and sell distilled
spirits, particularly brandy, under the brand names “Emperador Brandy” and “Generoso
Brandy.” The Group also has another trademark for its flavored-alcoholic beverage under
the brand name “The Bar.”

In 2013, the Group registered another trademark under the new brand name “Emperador
Deluxe”.

The remaining useful lives of the trademarks as of December 31 are as follows:

2013 2012
Emperador Brandy 3 years 4 years
Generoso Brandy 3 years 4 years
The Bar 4.5 years 5.5 years
Emperador Deluxe 9.5 years -

Management believes that the trademarks are not impaired as of December 31, 2013 and
2012 as the Group’s products that carry such brands and trademarks are still performing
very well in the market.
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The net carrying amount of trademarks is as follows:

Note 2013 2012
Balance at beginning of year P 415,238,652 P 516,495,929
Addition 16,153,914 -
Amortization during the year 15 (___102,334,204) ( 101,257,277)
Balance at end of year P 329,058,362 P  415238,652

11. OTHER NON-CURRENT ASSETS

This account is composed of the following:

Note 2013 2012
Deferred input VAT P 193,375,169 P 109,507,928
Refundable security
deposits - net 18.3 34,755,535 38,048,832
Others 97,320,104 -

P 325450,808 P 147,556,760

The carrying amounts of refundable security deposits, which are carried at amortized cost,
are determined as follows:

Note 2013 2012

Refundable security deposits 18.3 P 35,195,564 P 39,016,892
Unamortized discount ( 440,029) ( 968,060)

P 34,755,535 P 38,048,832

In 2013 and 2012, additional refundable security deposits were paid by the Company to
various lessors for new lease agreements covering certain manufacturing facilities and
storage tanks for raw materials.

Amortization of the discount amounting P0.5 million for both 2013 and 2012 and
P1.8 million in 2011, is presented as part of Other Revenues under the Revenues account in
the consolidated statements of comprehensive income (see Note 13).
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TRADE AND OTHER PAYABLES

The breakdown of this account is as follows:

Note 2013 2012
Trade payables 18.1, 18.2,
18.3 P 2,107,970,814 P 2,099,762,973
Advances from related parties 18.6 903,742,657 1,264,150,739
Accrued expenses 321,910,614 315,515,416
Output VAT payable 254,809,111 89,880,150
Others 83,417,267 84,859,885
P 3,671,850,463 P _3.854,169,163

Trade payables arise mostly from purchases of raw materials such as alcohol, molasses,
flavorings and other supplies. Also included in the trade payables are amounts due to
Tradewind Estates, Inc. (TEI), a related party under common ownership, for purchases of
machinery and equipment in 2010 (see Note 18.2).

REVENUES

The details of revenues are shown below:

2012 2011
(As Restated —  (As Restated —
Notes 2013 see Note 2.2) see Note 2.2)
Sale of goods P 28,606,991,751 P 22812319912 P 16,994,657,222
Other revenues — net 57,11 1,257,753,091 781,970,417 360,381,612

P 29.864,744,842 P 23,594,290,329 P 17,355,038,834
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The details of cost of goods sold for the years ended December 31, 2013, 2012 and 2011

are shown below.

Finished goods at
beginning of year

Finished goods purchased

Cost of goods manufactured
Raw and packaging materials
at beginning of year
Net raw material
purchases during
the year
Raw and packaging materials
at end of year
Raw materials used
during the period
Work-in-process
beginning of year
Direct labor
Manufacturing overhead
Fuel and oil
Depreciation
and amorttization
Communication, light
and water
Consumables and
supplies
Outside setrvices
Rentals
Repairs and
maintenance
Labor
Taxes and licenses
Miscellaneous
Work-in-process

at end of year

Finished goods at end
of year

Notes 2013 2012 2011
8 P 424,547,140 P 599,931,660 P 702,522,321
18.1 859,632,805 840,405,007 484,858,067
8 2,811,441,882 957,845,329 426,640,998
18.1 17,151,812,901  14,667,793,163  12,222,217,952
8 (__2,377,755,995) (__2,811,441,882) (___ 957,845329)
17,585,498,788  12,814,196,610  11,691,013,621

8 7,793,883 - -

16.1 49,226,855 26,014,142 -
322,508,207 132,033,997 10,523,330
9 268,737,100 130,754,266 76,817,753
188,799,279 95,246,142 7,035,967
182,647,176 67,709,346 41,467,118
138,672,761 47,287,247 37,060,159
18.3 123,768,300 130,524,233 52,500,000
85,297,398 55,817,360 24,966,976
16.1 53,482,707 33,305,538 17,130,117
25,056,208 9,024,316 626,073
40,620,129 6,271,403 3,523,667

8 ( 3,035,664) ( 7.793.883) -
19,069,073,127 _13,540390.717 _11,962,664.781
8 (__1,036,441,587) (__ 424,547,140) (__ 599,931,660)

P19,316,811,485

P14,556,180,244

P12,550,113,509
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OTHER OPERATING EXPENSES

The details of other operating expenses are shown below.

2013

2012
(As Restated —
see Note 2.2)

2011
(As Restated —
see Note 2.2)

Freight and handling
Advertising and
promotions
Salaries and employee
benefits 16.1
Professional fees and
outside services
Representation
Amortization
of trademarks 10
Travel and transportation
Other services
Fuel and oil
Meals expense
Rentals 18.3
Taxes and licenses
Depreciation and
amortization 9
Repairs and maintenance
Communication, light
and water
Supplies
Insurance
Others

Selling and distribution
General and administrative expenses

P 822,268,286

P 780,722,701

P 448,191,948

445,362,991 358,475,420 383,010,803
164,271,026 153,294,983 165,451,393
151,538,381 15,648,472 11,164,843
147,959,470 124,674,558 85,016,811
102,334,204 101,257,277 101,257,277
86,034,759 101,353,057 71,759,146
77,704,381 34,017,423 7,013,392
76,251,499 99,351,894 80,707,688
61,181,952 68,140,502 56,537,655
54,915,983 49,969,439 44,038,220
46,221,123 117,568,286 6,211,087
44,023,108 83,219,692 28,308,114
32,766,440 47,009,648 39,382,501
14,530,668 13,487,937 11,043,801
7,088,504 6,266,721 4,947,137
5,732,815 5,153,432 4,472,252
39,551,587 41,444,075 22387232

P 2,379,737,177

P 2,201,955,517

P 1,570,901,300

These expenses are classified in profit or loss in the consolidated statements of
comprehensive income as follows:

2012 2011
(As Restated — (As Restated —
2013 see Note 2.2) see Note 2.2)

P 2,097,852,769
281,884,408

P 2,379,737,177

P 1,983,588,161
218,367,356

P 1,496,761,737
74,139,563

P 2,201,955,517

P1,570,901,300
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16. EMPLOYEE BENEFITS
16.1 Salaries and Employee Benefits Expense

The expenses recognized for salaries and employee benefits are summarized below.

2012 2011
(As Restated — (As Restated —
Notes 2013 see Note 2.2) see Note 2.2)

Salaries and wages P 232,971,073 P 185,448,063 P 139,142,345
Social security costs 14,936,644 9,257,148 9,094,934
Post-employment

defined benefit 16.2 6,787,638 6,555,530 2,967,716
Other short-term benefits 12,285,233 11,353,922 31,376,515

14,15 P 266,980,588 P 212,614,663 P 182,581,510

The amount of employee benefits expense is allocated as follows:

2012 2011
(As Restated — (As Restated —
Notes 2013 see Note 2.2) see Note 2.2)
Selling and distribution 15 P 131,654,894 P 127,088,903 P 143,188,023
Costs of goods sold 14 102,709,562 59,319,680 17,130,117
Administrative expenses 15 32,616,132 26,206,080 22,263,370

P 266,980,588 P 212,614,663 P _ 182,581,510

16.2 Post-employment Defined Benefit
(a)  Characteristics of the Defined Benefit Plan

The Group has not yet established a formal retirement plan. However, it is required
to pay qualified employees retirement benefits under R.A. 7641, which relates to a
defined benefit plan. The Group obtains an actuarial valuation report to determine
the balance of retirement benefit obligation and the amount of retirement benefit
expense in accordance with PAS 19 (Revised) and the provisions of R.A. 7641.

(b)  Explanation of Amounts Presented in the Financial Statements

Actuarial valuations are made regularly to update the post-employment benefit costs.
All amounts presented in the succeeding pages are based on the actuarial valuation
report obtained from an independent actuary in 2013 including the comparative
financial statements for December 31, 2012 and the corresponding figures as of
January 1, 2012 which has been restated in line with the adoption of PAS 19
(Revised) [see Note 2.2(a)(ii)].

The present value of the retirement benefit obligation amounted to P87.8 million and
P54.1 million as at December 31, 2013 and 2012, respectively, and is presented as
Retirement Benefit Obligation in the consolidated statements of financial position.
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The movements in the present value of the retirement benefit obligation recognized in
the books are as follows:

2012 2011
(As Restated — (As Restated —
Note 2013 see Note 2.2) see Note 2.2)
Balance at beginning of year P 54,124,877 P 17,510,396 P 13,474,490
Current service cost 16.1 6,787,638 6,555,530 2,967,716
Interest expense 2,899,330 2,650,737 1,068,190
Remeasurements —
Actuarial losses (gains)
arising from:
Experience adjustments 19,414,018 684,268 -
Changes in financial
assumptions 4,554,459 7,153,620 -
Changes in demographic
assumptions - ( 2,191,1006) -
Additions due to
acquired subsidiary - 21,761,432 -
Balance at end of year P 87,780,322 P 54124877 P__ 17,510,396

The components of amounts recognized in profit or loss and other comprehensive
income in respect of the retirement benefit obligation are as follows:

2012 2011
(As Restated — (As Restated —
2013 see Note 2.2) see Note 2.2)
Reported in profit and loss
Current service cost P 6,787,638 P 6,555,530 P 2,967,716
Interest expense 2,899,330 2,650,737 1,068,190

P 9,686,968 P 9,206,267 P 4,035,906

Reported in other comprebensive
income
Actuarial losses (gains)

arising from:

Experience adjustments P 19,414,018 P 684,268 P -
Changes in financial

assumptions 4,554,459 7,153,620 -
Changes in demographic

assumptions - ( 2,191,106) -

P 23968,477 P 5,046,782 P -

The amounts of post-employment benefits expense recognized in profit or loss are
presented as part of General and Administrative Expenses (for current service cost)
and Other Charges (for interest expense) accounts in the consolidated statements of
comprehensive income (see Note 15).

Amounts recognized in other comprehensive income were included within items that
will not be reclassified subsequently to profit or loss.
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In determining the amounts of the retirement benefit obligation, the following
actuarial assumptions were used:

2013 2012 2011
Discount rate 4.37%-5.10% 5.02%-5.63% 5.80%-7.93%
Expected rate of salary increase 4.00%-5.00% 4.00%-5.00% 4.00%-8.00%

Assumptions regarding future mortality are based on published statistics and
mortality tables. The average remaining working life of an individual retiring at the
age of 60 is 23 years for both male and female. These assumptions were developed
by management with the assistance of an independent actuary. Discount factors are
determined close to the end of each reporting period by reference to the interest rates
of a zero coupon government bonds with terms to maturity approximating to the
terms of the retirement benefit obligation. Other assumptions are based on current
actuarial benchmarks and management’s historical experience.

Risks Associated with the Retirement Benefit Obligation

The Group is exposed to actuarial risks such as interest rate risk, longevity risk and
salary risk.

(i) Interest Rate Risks

The present value of the defined benefit obligation is calculated using a discount
rate determined by reference to market yields of government bonds. Generally, a
decrease in the interest rate of a reference government bonds will increase the
retirement benefit obligation.

(i7) Longevity and Salary Risks

The present value of the defined benefit obligation is calculated by reference to the
best estimate of the mortality of the participants during and employment, and to
their future salaries. Consequently, increases in the life expectancy and salary of the
participants will result in an increase in the retirement benefit obligation.

Other Information

The information on the sensitivity analysis for certain significant actuarial
assumptions and the timing and uncertainty of future cash flows related to the
retirement benefit obligation are described below.

(2)  Sensitivity Analysis

The following table summarizes the effects of changes in the significant actuarial

assumptions used in the determination of the retirement benefit obligation as of
December 31, 2013:

Impact on Post-employment Benefit Obligation

Change in Increase in Decrease in
Assumption Assumption Assumption
Discount rate +9.25%/-11.25% (P 5,591,008) P 6,778,993
Salary growth rate +10.28%/-8.65% 6,212,881 ( 5,251,093)

Turn-over rate -8.15% 5,111,492 -
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The sensitivity analysis in previous page is based on a change in an assumption while
holding all other assumptions constant. This analysis may not be representative of the
actual change in the retirement benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another as some of the assumptions may
be correlated. Furthermore, in presenting the above sensitivity analysis, the present
value of the retirement benefit obligation has been calculated using the projected unit
credit method at the end of the reporting period, which is the same as that applied in
calculating the retirement benefit obligation recognized in the consolidated statements
of financial position.

(i7) Funding Arrangements and Expected Contributions

At the end of the reporting period, the Group has no formal plan of funding its
retirement benefit obligation. While there are no minimum funding requirement in
the country, the size of the underfunding may pose a cash flow risk in about 13 years’

time when a significant number of employees is expected to retire.

The expected maturity of undiscounted expected benefits payments is as follows:

Within one year P 19,061,127
More than one to five years 14,398,954
More than five years 49,414,183

P 82874264

The weighted average duration of the retirement benefit obligation at the end of the
reporting period is 13 years.

17. TAXES

The components of tax expense (income) as reported inthe consolidated statements of
comprehensive income are as follows:

2012 2011
(As Restated (As Restated
2013 see Note 2.2) see Note 2.2)
Reported in profit or loss
Current tax expense:
Regular corporate income tax
(RCIT) at 30% P 2,053,474,821 P 1,822857,373 P 863,017,104
Final tax on interest income
at 20% and 7.5% 25,572,537 11,004,777 5,208,669
Deferred tax income relating to
origination of temporary
differences ( 4,753,855) ( 3.983,513) ( 2,746,549)

P 2,074,293,503 P 1,829.878,637 P_ 865,479,224

Reported in other comprebensive income
Net deferred tax income relating
to remeasurement of retirement

benefit obligation (P___7,190,543) (P___ 1,694,035) P -
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A reconciliation of tax on pretax profit computed at the applicable statutory rates to tax
expense is as follows:

2012 2011
(As Restated — (As Restated —
2013 see Note 2.2) see Note 2.2)

Tax on pretax profit at 30% P 2,371,531,045 P 2,048,829,517 P 951,180,077
Adjustment for income subjected

to lower tax rates ( 12,887,979) ( 5,498,234) ( 2,604.335)
Additional deduction in claiming

optional standard

deduction (OSD) ( 35,183,168) ( 20,338,447) -
Tax effects of:

Non-taxable income ( 249,484,428) (  208,782,114) ( 83,130,583)

Unrecognized DTA on NOLCO 318,033 - -

Non-deductible expenses - 15,667,915 34,065

P 2,074,293,503 P 1,829.,878,637 P_ 865,479,224

The Group is subject to the higher of RCIT at 30% of net taxable income or minimum
corporate income tax (MCIT) which is at 2% of gross income, as defined under the tax
regulations. The Group paid RCIT in 2013, 2012 and 2011.

The deferred tax assets as of December 31 relate to the following:

2012
(As Restated -
2013 see Note 2.2)
Retirement benefit
obligation P 26,334,096 P 16,237,463
Allowance for impairment 5,901,264 4.053.499
Deferred tax assets P 32235360 P 20,290,962

Movements in net deferred tax assets for the years ended December 31 are as follows.

Profit or Loss Other Comprehensive Income
2012 2011 2012 2011
(As Restated - (As Restated - (As Restated - (As Restated -
2013 see Note 2.2) see Note 2.2) 2013 see Note 2.2) see Note 2.2)

Retirement benefit obligation P 2,906090 P 2,761,879 P 1210772 P 7,190,543 P 1,694,035 P -
Allowance for impairment 1,847,765 1,221,634 1,535,777 - - -

Deferred tax income P 4,753,855 P 3983513 P 2,746,549 P__ 7,190,543 P 1,649,035 P -

In 2013, 2012 and 2011, the Group opted to claim itemized deductions in computing its
income tax due except for AWGI, which opted to claim OSD in 2013 and 2012.
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RELATED PARTY TRANSACTIONS

The Group’s related parties include the ultimate parent company, stockholders, officers and
employees,and other related parties under common ownership as described below.

The summary of the Group’s transactions with its related parties in 2013, 2012 and 2011
and the related outstanding balances as of December 31, 2013 and2012 are as follows:

Related Party Amount of Transaction Outstanding Balance
Category Notes 2013 2012 2011 2013 2012

Ultimate Parent Company:

Dividends paid 19.2 P 3,702,134,051 P 4,000,000,000 P 1,600,000,000 P - P -
Advances obtained 18.6 ( 13,751,812) - - - 13,751,812
Acquisition of AWGI 1.3 - 100,000,000 - - -
Lease of properties 183 8,000,000 8,000,000 - 8,965,576 405,567
Issuance of shares 1.2,1.3 13,500,000,000 - - -
Related Parties Under
Common Ownership:
Purchase of
raw materials 18.1 418,361,736 7,820,858,350 7,687,228,540 451,648,340 789,565,615
Purchase of
imported goods 18.1 146,501,368 488,803,326 484,858,067 35,270,647 119,069,000
Lease of property 18.3 102,210,918 124,192,159 65,774,739 48,130,000 45,812,082
Advances obtained 186 ( 346,656,270) 81,697,696 1,871,549,375 900,671,942 1247328212
Advances to a supplier 18.7 - ( 36,698,391) ( 466,372,324) - 36,698,391
Sale of goods 18.4 26,996,239 5,150,247 3,638,080 5,032,459 4,690,584
Acquisition of
machinery and
equipment 18.2 - - - 191,584,700 191,584,700
Acquisition of
distilling facility 18.8 897,569,335 - - -
Issuance of shares 19.1 1,431,764,995 - - -
Stockholder —
Advances obtained 18.6 - - - 3,070,715 3,070,715
Officers and Employees —
Advances granted 185 4,055,227 ( 7151,058) ( 4,073,004) 14,463,297 10,408,070

The Group’s outstanding receivables from and payables to related parties arising from the
above transactions are unsecured, noninterest-bearing and payable on demand, unless
otherwise stated. No impairment loss was recognized in 2013, 2012 and 2011 for related
party receivables.

Transactions with related parties are also discussed below.

18.1 Purchase of Goods

Prior to its acquisition of the distillery plant in 2013, the Group sources its alcohol
requirements from Condis (see Note 18.8). The Group imports raw materials such as
alcohol, flavorings and other items through Andresons Global, Inc. (AGL). There are also
finished goods purchased from Condis and through AGL. These transactions are payable
within 30 days. The outstanding balances as of December 31, 2013 and 2012 are shown as
part of Trade Payables under the Trade and Other Payables account in the consolidated
statements of financial position (see Note 12).

18.2 Acquisitions of Machinery and Equipment

In 2010, the Group purchased certain machinery and equipment from TEI for

P285.4 million. Of the total purchase price, P191.6 million remained unpaid as of
December 31, 2013 and 2012 and is shown as part of Trade Payables under the Trade and
Other Payables account in the consolidated statements of financial position (see Note 12).
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18.3 Lease Agreements

The Group has a renewable lease agreement with TEI as the lessor, covering its main
manufacturing plant facilities, which is being renewed annually unless mutually terminated
by both parties. Also, as part of the lease agreement, the lessor provides skilled workers
who remain as employees of the lessor. Total rental expense arising from this lease
amounted to P84.0 million, P108.0 million and P52.5 million for the years ended
December 31, 2013, 2012 and 2011, respectively, and presented as part of Rentals account
under Cost of Goods Sold in the consolidated statements of comprehensive income

(see Note 14). As of December 31, 2013 and 2012, unpaid rental relating to this lease
agreement amounted to P48.1 million and P45.8 million, respectively, and is presented as
part of Trade Payables under Trade and Other Payables account in the consolidated
statements of financial position (see Note 12).

The Group has a five-year lease contract with Megaworld Corporation, a related party
under common ownership, as the lessor, for the head office space, which will mature in
2014. Total rental expense from this contract for the years ended December 31, 2013, 2012
and 2011 amounted to P18.2 million, P16.2 million and P13.3 million, respectively, and
presented as part of Rentals under the Selling and Distribution Expenses and General and
Administrative Expenses accounts in the consolidated statements of comprehensive

income (see Note 15). There are no unpaid rentals regarding this lease agreement as of
December 31, 2013 and 2012.

In relation to the above lease agreements, the Group paid the lessors refundable security
deposits shown as part of Other Non-current Assets in the consolidated statements of
financial position with carrying amounts of P24.1million and P24.0 million as of
December 31, 2013 and 2012, respectively (see Note 11).

Meanwhile, AWGI leases the glass manufacturing plant located in Laguna from AGI.

The amount of rental is mutually agreed annually between AGI and AWGI. Rentals
amounting to P8.0 million for the years ended December 31, 2013 and 2012 were charged
to operations under Cost of Goods Sold in the consolidated statements of comprehensive
income (see Note 14). The outstanding liability from this transaction is shown as Trade
payables under the Trade and Other Payables account in the consolidated statements of
financial position (see Note 12).

18.4 Sale of Goods

The Group sold finished goods to some of its related parties. Goods are sold on the basis
of the price lists in force and terms that would be available to non-related parties. The
outstanding receivables from these transactions are generally noninterest-bearing,
unsecured and settled through cash. These receivables are presented as part of Trade
Receivables under Trade and Other Receivables account in the consolidated statements of
financial position (see Note 0).

18.5 Advances to Officers and Employees

In the normal course of business, the Group grants noninterest-bearing, unsecured, and
payable on demand cash advances to certain officers and employees. The outstanding
balance arising from these transactions as of December 31, 2013 and 2012 are presented as
Advances to Officers and Employees under the Trade and Other Receivables account in
the consolidated statements of financial position (see Note 06).
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The movements in the balance of Advances to Officers and Employees are as follows:

2013 2012
Balance at beginning of year P 10,408,070 P 17,559,128
Additions 12,406,678 9,168,867
Repayments ( 8,351,451) ( 16,319,925)
Balance at end of period P_ 14,463,297 P__ 10,408,070

18.6 Advances from Related Parties

Certain entities within the AGI Group and other related parties grant cash advances to the
Group for its working capital, investment and inventory purchases requirements. These
advances are unsecured, non-interest bearing and repayable upon demand in cash. These
are presented as Advances from Related Parties under the Trade and Other Payables
account in the consolidated statements of financial position (see Note 12).

The movements in the balance of Advances from Related Parties are as follows:

2013 2012
Balance at beginning of year P 1,264,150,739 P 1,345,848,435
Repayments (___360,408,082) ( 81,697,696)
Balance at end of year P_ 903,742,657 P 1,264,150,739

18.7 Advances to a Related Party Supplier
In 2012, the Group made unsecured, noninterest-bearing cash advances to Condis, which is
also EDI’s supplier. These advances have no definite repayment terms and are due and

demandable anytime. These advances were already fully settled as of December 31, 2012.

The movements of these advances in 2012 are as follows:

Balance at beginning of year P 306,698,391
Additions 29,438,572
Repayments ( 66,136,963)
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18.8 Acquisition of Distilling Facilities

In 2013, the Group acquired the distillery facilities of Condis, which include the following

assets:
Notes
Property, plant and equipment 9 P 756,990,993
Inventories 8 140,578,342

P 897,569,335
The acquisition was fully settled in cash in 2013.
18.9 Key Management Personnel Compensation

The compensation of key management personnel for employee services is shown below.

2013 2012 2011
Short-term benefits P 21,270,635 P 19,720,287 P 12,168,510
Post-employment defined benefits 763,869 728,671 640,448

P 22,034,504 P_ 20,448,958 P 12,808,958

19. EQUITY
19.1 Capital Stock

Capital stock consists of:

Shares Amount at P1 Par
2013 2012 2013 2012
Common stock — P1 par value

Authorized no. of shates _20,000,000,000 0,000,000 P 20,000,000,000 P 00,000,001
Issued:

Balance at beginning of year 61,750,005 55,750,005 P 61,750,005 P 55,750,005

Issued during the year 14,938,249,995 6,000,000 14,938,249,995 6,000,000

Balance at end of year 15,000,000,000 61,750,005 P 15,000,000,000 P 61,750,005

The BOD of the PSE approved the listing of the commons shares of the Company on
October 16, 2011.

On December 19, 2011, the Company issued through initial public offering (IPO) an
additional 22.0 million shares with an offer price of P4.50 per share. The Company
incurred P10.9 million IPO-related costs, P4.2 million of which was charged against APIC
and the balance was recognized as part of other operating expenses. Net proceeds from
the IPO amounted to P90.8 million.

On December 27, 2012, the Company issued additional 6.0 million shares with an offer
price of P5.50 per share through private placement.
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On June 19, 2013, August 27, 2013 and September 5, 2013, the Company’s BOD,
stockholders, and SEC, respectively, approved the increase in authorized capital stock of
the Company from P100.0 million divided into 100.0 million shares to P20.0 billion divided
into 20.0 billion shares both with par value of P1.00 per share (see Note 1.2).

On July 4, 2013, the Company’s BOD approved the issuance of 6.5 million shares at par
value to two foreign investors.

On August 28, 2013, AGI and other investors subscribed to an aggregate of 14.9 billion
shares. Under the terms of AGI’s subscription, the Company acquired all of EDI shares
held by AGI (see Notes 1.2 and 1.3).

On September 17, 2013, AGI launched an offering of 1.8 billion shares of EMP’s shares,
which is approximately 12% of the total issued shares. The said offering was priced at
P8.98 per share. On September 25, 2013, the settlement date, the amount of P11.2 billion
out of the proceeds was directly remitted to EMP as an additional subscription price from
AGI under the terms of AGI’s amended agreement; such amount is recorded as APIC in
EMP’s books. Costs related to the issuances amounting to P176.3 million were charged
directly against APIC.

On September 25, 2013, AGI beneficially acquired two EMP’s minority corporate
shareholders which held a combined 9.55% of the total issued shares. Thus, AGI
beneficially owns 87.55% of EMP as of December 31, 2013.

As of December 31, 2013, the quoted closing price per share was P10.70, and there are
181 holders, which include nominees, of the Company’s total issued and outstanding
shares. The percentage shares of stocks owned by the public is 12.45%.

19.2 Declaration of Dividends

EDI’s BOD approved the declaration of cash dividends of P3.7 billion (P0.30 per share)
and P4.0 billion (P0.57 per share) on July 5, 2013 and December 7, 2012, respectively,
payable to stockholders of record as of July 16, 2013 and December 17, 2012, respectively.
The dividends were paid within their respective year of declaration and approval. EDI’s

parent company as of the aforementioned dividend declarations is AGI for 2013 and 2012.

EMP, on the other hand, has not declared any cash dividends during the year.

EARNINGS PER SHARE

Earnings per share were computed as follows:

2012 2011
(As Restated —  (As Restated —
2013 see Note 2.2) see Note 2.2)
Net profit P 5,830,809,981 P 4,999,553,086 P 2,305,121,031
Divided by the weighted
average numberof outstanding
common shares of EDI 11,133,917,808 2,610,000,000 2,160,000,000

P 0.52 P 192 P 1.07
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The Group has no potentially dilutive instruments; thus, basic and dilutive earnings per
share are the same.

COMMITMENTS AND CONTINGENCIES

The Group entered into non-cancellable leases covering certain manufacturing plant
facilities, storage tanks and office spaces. The leases are for a period of one and five years,
respectively, which are renewable thereafter upon mutual agreement of both parties.
Several warchouse lease agreements with different lessors were likewise executed in 2013
and 2012 with lease period ranging from one to three years, which are renewable thereafter
upon mutual agreement between the parties. The future minimum rentals payable under
these operating leases as of December 31, 2013 and December 31, 2012 are as follows:

2013 2012
Within one year P 56,923,846 P 72,829,084
After one year but not
more than five years 12,572,691 63,484,852

P 69,496,537 P 136,313,936

There are other commitments and contingent liabilities that arise in the normal course of
the Group’s operations which are not reflected in the consolidated financial statements.
Management is of the opinion that losses, if any, from these commitments and
contingencies will not have material effects on the Group’s consolidated financial
statements.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to a variety of financial risks which result from its operating
activities. The Group’s risk management is coordinated with AGI, in close cooperation
with the BOD appointed by AGI, and focuses on actively securing the Group’s
short-to-medium term cash flows by minimizing the exposure to financial markets.

There have been no significant changes in the Group’s financial risk management
objectives and policies during the period.

The Group does not engage in the trading of financial assets for speculative purposes nor
does it write options. The most significant financial risks to which the Group is exposed to
are described in the succeeding paragraphs.

22.1 Market Risk

The Group is exposed to market risk through its use of financial instruments and
specifically to foreign currency risk, interest rate risk and certain other price risk which
result from both its operating, investing and financing activities.

(a)  Forejgn Currency Risk

Most of the Group’s transactions are carried out in Philippine pesos, its functional
currency. Exposures to currency exchange rates arise from the Group’s foreign
currency-denominated transactions, which are primarily denominated in U.S. dollars
(USD).
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To mitigate the Group’s exposure to foreign currency risk, non-Philippine peso cash
flows are monitored.

Foreign currency denominated financial assets and liabilities (all denominated in
USD), translated into Philippine pesos at the closing rate, are as follows:

2013 2012
Financial assets P 3,111,066,586 P  2,886,211,610
Financial liabilities 1,738,868,577 1,645.282,302

P 1,372,198,009 P 1,240,929,308

The following table illustrates the sensitivity of the Group’s profit before tax with
respect to changes in Philippine pesos against USD exchange rates. The percentage
changes in rates have been determined based on the average market volatility in
exchange rates, using standard deviation, in the previous 12 months at a 68%
confidence level.

2013 2012
Reasonably possible
change in rate 23% 14%
Effect in profit before tax P 315,605,542 P 173,730,103

Exposures to foreign exchange rates vary during the year depending on the volume of
overseas transactions. Nonetheless, the analysis above is considered to be
representative of the Group’s foreign currency risk.

(b)  Interest Rate Risk

As at December 31, 2013 and 2012, the Group is exposed to changes in market rates
through its cash in banks and short-term placements which are subject to 30-day
re-pricing intervals (see Note 5). Due to the short duration of short-term placements,
management believes that interest rate sensitivity and its effect on the net results and
equity are not significant.

22.2 Credir Risk

Generally, the maximum credit risk exposure of financial assets is the total carrying amount
of the financial assets as shown in the consolidated statements of financial position, as
summarized below.

Notes 2013 2012
Cash and cash equivalents 5 P 24,040,194,994 P  4,656,449,593
Trade and other
receivables — net 6 2,848,613,460 1,952,402,449
Refundable security deposits 11 34,755,535 38,048,832
Financial assets at FVTPL 7 - 170,070,472

P 26,923,563,989 P 6,816,971,346

The Group’s management considers that all the above financial assets that are not impaired
as at the end of reporting period under review are of good credit quality.
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(a)  Cash and Cash Equivalents

The credit risk for cash and cash equivalents is considered negligible, since the
counterparties are reputable banks with high quality external credit ratings. Included in the
cash and cash equivalents are cash in banks and short-term placements which are insured
by the Philippine Deposit Insurance Corporation up to a maximum coverage of P500,000
for every depositor per banking institution.

(b)  Trade and Other Receivables

In respect of trade and other receivables, the Group is not exposed to any significant credit
risk exposure. In determining credit risk, trade and other receivables excludes advances to
supplier amounting to P176.9 million and P39.0 million as of December 31, 2013 and 2012,
respectively (see Note 6).

The age of trade and other receivables that are past due but unimpaired is as follows:

2013 2012
Not mote than three months P 1,164,740,755 P 783,691,528
More than three months but not
more than six months 186,771,704 95,037,427

P 1351512459 P 878,728,955

The Group has no trade and other receivables that are past due for more than six months.

None of the financial assets are secured by collateral or other credit enhancements.
22.3 Liquidity Risk

The Group manages its liquidity needs by carefully monitoring cash out flows due in
day-to-day business. Liquidity needs are monitored in various time bands, on a day-to-day
and week-to-week basis, as well as on the basis of a rolling 60-day projection. Long-term
liquidity needs for a six-month and one-year period are identified monthly.

The contractual maturities of trade and other payables (except for output VAT payable, and
withholding tax payables and advances from suppliers under others) and derivative
liabilities reflect the gross cash flows, which approximates the carrying values of the
liabilities at the end of each reporting period. As at December 31, 2013 and 2012, the
Group’s financial liabilities, which have contractual maturities of less than 12 months after
the end of the reporting period, are presented below.

2013 2012
Within 6to 12 Within 6to12
6 Months Months 6 Months Month
Trade and other
payables P 3,366,111,588 P - P 3,735549,836 P
FVTPL liability 38,631,143 -
P 3,404,742,731 P - P 3735549836 P

The Group maintains cash to meet its liquidity requirements for up to seven-day periods.
Excess cash funds are invested in time deposits.



23.

-52-

CATEGORIES AND OFFSETTING OF FINANCIAL ASSETS AND

LIABILITIES

23.1 Cartying Amounts and Fair Values of Financial Assets and Financial Liabilities

The carrying amounts and fair values of the categories of financial assets and liabilities
presented in the consolidated statements of financial position are shown below.

2013

2012

Notes
Financial Assets
Loans and receivables:
Cash and cash equivalents 5
Trade and other receivables 6
Refundable security deposits 11
FVTPL financial asset 7
Financial Liabilities
Financial liabilities at amortized cost:
Trade and other payables 12
FVTPL liability 7

Carrying Values

Fair Values

Carrying Values

Fair Values

P 24,040,194,994
2,848,613,460
34,755,535

P 24,040,194,994
2,848,613,460
34,755,535

P 4,656,449,593
1,952,402,449
38,048,832
170,070,472

P 4,656,449,593
1,952,402,449
38,048,832
170,070,472

P 26,923,563,989

P 3,366,111,588
38,631,143

P26,923,563,989

P 3,366,111,588
38,631,143

P_6,816,971,346

P_6,816,971,346

P 3,735,549,836

P 3,735,549,836

P 3,404,742,731

P 3,404,742,731

P 3,735,549,836

P 3,735,549.836

See Notes 2.5 and 2.10 for a description of the accounting policies for each category of
financial instruments including the determination of fair values. A description of the
Group’s risk management objectives and policies for financial instruments is provided in

Note 22.

23.2 Offsetting of Financial Assets and Financial Liabilities

The following financial assets and financial liabilities with net amounts presented in the
statement of financial position are subject to offsetting and similar agreements (see Note 5):

Financial asset —
Cash and cash equivalents

Financial asset —

2013

Gross Amount
Recognized

Amount
Set-Off

Amount of
Cash Received

Net Amount
Presented*

P2,928,836,789

P_799,351,000 P -

2012

P 2,129,485,789

Gross Amount
Recognized

Amount
Set-Off

Amount of
Cash Received

Net Amount
Presented*

Cash and cash equivalents P2715,830,433 P 397,841,368 P - P_2317,989,065

*The net amonnt is presented as part of Short-term placements under the Cash and Cash Equivalents account in the consolidated statements of
financial position (see Note 5).
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Currently, the Group’s other financial assets and liabilities are settled on a gross basis
because there is no relevant offsetting arrangement on them as of December 31, 2013. In
subsequent reporting periods, each party to the financial instruments (particularly those

involving related parties) may decide to enter into an offsetting arrangement in the event of
default of the other party.

FAIR VALUE MEASUREMENT AND DISCLOSURES

24.1 Fair Value Hierarchy

In accordance with PFRS 13, the fair value of financial assets and liabilities and non-
financial assets which are measured at fair value on a recurring or non-recurring basis and
those assets and liabilities not measured at fair value but for which fair value is disclosed in
accordance with other relevant PFRS, are categorized into three levels based on the
significance of inputs used to measure the fair value. The fair value hierarchy has the
following levels:

a)  Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities that an entity can access at the measurement date;

b)  Level 2: inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e., as prices) or indirectly
(i.e., derived from prices); and,

¢)  Level 3: inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

The level within which the asset or liability is classified is determined based on the lowest
level of significant input to the fair value measurement.

For purposes of determining the market value at Level 1, a market is regarded as active if
quoted prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis.

24.2 Financial Instruments Measured at Fair Value
The table below shows the fair value hierarchy of the Group’s classes of financial assets

and financial liabilities measured at fair value in the statements of financial position on a
recurring basis as of December 31, 2013 and 2012.

2013
Level 1 Level 2 Level 3 Total
Financial liability —
FVTPL financial liability P 38,631,143 P - P - P_38,631,143
2012
Level 1 Level 2 Level 3 Total
Financial assets —
FVTPL financial asset P170,070,472 P - P - P170,070,472

There were neither transfers between Levels 1 and 2 nor changes in Level 3
instruments in both years.
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As of December 31, 2013 and 2012, the financial instruments included in Level 1
comprise of foreign exchange spots and forward contracts classified as financial
instruments at FVTPL (see Note 7).

24.3 Financial Instruments Measured at Amortized Cost for which Fair Value is
Disclosed

The table below summarizes the fair value hierarchy of the Group’s financial assets and
financial liabilities which are not measured at fair value in the 2013 consolidated statement
of financial position but for which fair value is disclosed.

Level 1 Level 2 Level 3 Total

Financial assets:

Cash and cash equivalents P24,040,194,994 P - P - P 24,040,194,994
Trade and other receivables - - 2,848,613,460 2,848,613,460
Refundable security deposits - - 34,755,535 34,755,535

P24,040,194,994 P - P 2,883,368,995 P 26,923,563,98

Financial liabilities —

Trade and other payables P - P - P 3,366,111,588 P 3,366,111,588

For financial assets and financial liabilities with fair values included in Level 1, management
considers that the carrying amounts of those short-term financial instruments approximate
their fair values.

CAPITAL MANAGEMENT OBJECTIVES POLICIES AND PROCEDURES

The Group’s capital management objectives are to ensure the Group’s ability to continue as
a going concern and to provide an adequate return to shareholders by pricing products and
services commensurately with the level of risk.

The Group monitors capital on the basis of the carrying amount of equity as presented in
the face of the consolidated statements of financial position. Capital at the end of each
reporting period is summarized as follows:

2012 2011
(As Restated —  (As Restated —
2013 see Note 2.2) see Note 2.2)
Total liabilities P 4,336,848,366 P 4,350,314,530 P 4,122291,821
Total equity 30,888,513,814 8,483.166,022 4,542.339.134
Debt-to-equity ratio 0.14:1 0.51:1 091:.1

The Group sets the amount of capital in proportion to its overall financing structure, i.e.,
equity and financial liabilities. The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics
of the underlying assets. In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders, issue new shares or sell assets to
reduce debt.
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Report of Independent Auditors

to Accompany Supplementary Information
Required by the Securities and Exchange
Commission Filed Separately from the
Basic Consolidated Financial Statements

The Board of Directors and Stockholders
Emperador Inc. and Subsidiaries

(Formerly TrillionStars Holdings, Inc.)
(Formerly Touch Solutions, Inc.)

(A Subsidiary of Alliance Global Group, Inc.)
10" Floor, Liberty Center

104 H.V. dela Costa Street

Salcedo Village, Makati City

We have audited in accordance with Philippine Standards on Auditing, the consolidated
financial statements of Emperador Inc. and Subsidiaries for the year ended

December 31, 2013, on which we have rendered our report dated March 26, 2014.

Our audit was made for the purpose of forming an opinion on the basic consolidated
financial statements taken as a whole. The applicable supplementary information

(see List of Supplementary Information) are presented for purposes of additional
analysis in compliance with the requirements under the Securities Regulation Code Rule
68, and are not a required patt of the basic consolidated financial statements prepared in
accordance with Philippine Financial Reporting Standards. Such supplementary
information are the responsibility of management. The supplementary information
have been subjected to the auditing procedures applied in the audit of the basic
consolidated financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic consolidated financial statements taken as a whole.

PUNONGBAYAN & ARAULLO

By: Mailene Sigue-Bisnar
Partner

CPA Reg. No. 0090230
TIN 120-319-128
PTR No. 4225004, January 2, 2014, Makad City
SEC Group A Accreditation
Partner - No. 0396-AR-2 (until Aug, 8, 2015)
Firm - No. 0002-FR-3 (until Jan. 18, 2015)
BIR AN 08-002511-20-2012 (until May 15, 2015)
Firm’s BOA/PRC Cett. of Reg. No. 0002 (until Dec. 31, 2015)

March 26, 2014



TERMS & CONDITIONS:

EMPERADOR INC. AND SUBSIDIARIES
Schedule C - Amounts of Receivable/Payable from/to Related Parties which are Eliminated During the Consolidation of Financial Statements

December 31,2013

All receivables/payables are unsecured, noninterest-bearing, collectible/payable on demand, unimpaired and generally settled in cash.

Deductions Ending balance
Balance at Balance at the end of
Name and designation of debtor Affected accounts beginning of year Additions Amounts collected Amounts written off Current Non current the period

Emperador Distillers, Inc. Trade and other payables P 28,756,031 1,575,243,804 ( P 1,411,927,561) - 192,072,334 - P 192,072,334
Anglo Watsons Glass, Inc. Trade and other receivables 28,756,031 1,575,243,864 (1,411,927,561) 192,072,334 192,072,334
Emperador Distiller, Inc. Trade and other receivables 19,899 9,113,643 (9,115,441) - 18,101 18,101
Anglo Watsons Glass, Inc. Trade and other payables 19,899 9,113,643 (9,115,441) - 18,101 18,101
Emperador Distiller, Inc. Subcription payable 1,875,000 - - - - 1,875,000
The Bar Beverage, Inc. Subcription receivable 1,875,000 - - - - 1,875,000




Emperador Inc. and Subsidiaries
Schedule D - Intangible Assets - Other Assets
December 31, 2013

Deduction
Description Beginning balance Additions at cost Charged to cost and Charged to other Other chang e‘? additions Ending balance
expenses accounts (deductions)
Intangible Asset
Trademarks 415,238,652 P 16,153,914 (P 102,334,204 ) - P - 329,058,362
415,238,652 P 16,153914 (P 102,334,204 ) - P - 329,058,362




Emperador Inc. and Subsidiaries
Schedule H - Capital Stock
December 31, 2013

Number of shares held by

Number of shares

Number of shares

issued and
Number of shares reserved for options, Directors, officers
Title of Issue . outstanding as shown P 7 Related parties ’ Others
authorized warrants, conversion and employees
under the related .
3 and other rights
balance sheet caption
Common shares - P1 par value 20,000,000,000 15,000,000,000 - 13,131,764,988 1,868,235,005




EMPERADOR INC.
10th floor, Liberty Center, 104 H.V. dela Costa Street
Salcedo Village, Makati City

Schedule I - Reconciliation of Retained Earnings Available for Dividend Declaration
For the Year Ended December 31, 2013

Unappropriated Retained Earnings at Beginning of Year (P 23,994,254 )

Effect of Prior Period Adjustments -

Unappropriated Retained Earnings Available for
Dividend Declaration at Beginning of Year, as Adjusted (P 23,994,254 )

Net Profit Realized during the Year
Net profit per audited financial statements 36,018,136

Unappropriated Retained Earnings Available for
Dividend Declaration at End of Year P 12,023,882




EMPERADOR INC.
SCHEDULE ] - FINANCIAL SOUNDNESS INDICATORS
DECEMBER 31, 2013 and 2012

12/31/13 12/31/12
Current ratio 7.25 2.38
Quick ratio 6.37 1.59
Debt-to-equity ratio 0.14 0.51
Asset -to-equity ratio 1.14 1.51
Net profit margin 19.52% 21.19%
Return on assets 24.27% 46.51%
Return on equity/investment 29.62% 76.77%

LIQUIDITY RATIOS measure the business' ability to pay short-term debt.
Current ratio - computed as current assets divided by current liabilitie

Quick ratio - computed a cash, marketable securities, accounts receivable divided by current liabilities.

SOLVENCY RATIOS measure the business' ability to pay all debts, particularly long-term debt.
Debt-to-equity ratio - computed as total liabilities divided by stockholders'equity.

ASSET-TO-EQUITY RATIOS measure financial leverage and long-term solvency. It shows how much of the
assets are owned by the company. It is computed as total assets divided by stockholders'equity.

PROFITABILITY RATIOS
Net profit margin - computed as net profit divided by revenues
Return on assets - net profit divided by average total assets
Return on investment - net profit divided by average total stockholders' equity




EMPERADOR INC. AND SUBSIDIARIES

Schedule I - Schedule of Philippine Financial Reporting Standards and Interpretations
Adopted by the Securities and Exchange Commission and the

Financial Reporting Standards Council as of December 31, 2013

PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adopted et Nt
Adopted |Applicable
Framework for the Preparation and Presentation of Financial Statements v
Conceptual Framework Phase A: Objectives and Qualitative Characteristics v
Practice Statement Management Commentary v
Philippine Financial Reporting Standards (PFRS)
First-time Adoption of Philippine Financial Reporting Standards v
Amendments to PFRS 1: Additional Exemptions for First-time Adopters v
PFRS 1 Amendment to PFRS 1: Limited Exemption from Comparative PFRS 7 Disclosures v
(Revised) for First-time Adopters
Amendments to PFRS 1: Severe Hyperinflation and Removal of Fixed Date for First-
time Adopters
Amendment to PFRS 1: Government Loans
Share-based Payment v
PERS 2 Amendments to PFRS 2: Vesting Conditions and Cancellations v
Amendments to PFRS 2: Group Cash-settled Shate-based Payment Transactions 4
PFRS 3 . o
) Business Combinations v
(Revised)
Insurance Contracts v
PFRS 4
Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts v
PFRS 5 Non-current Assets Held for Sale and Discontinued Operations v
PFRS 6 Exploration for and Evaluation of Mineral Resources v
Financial Instruments: Disclosures v
Amendments to PFRS 7: Transition v
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets v
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets - Effective v
PFRS 7 Date and Transition
Amendments to PFRS 7: Improving Disclosures about Financial Instruments v
Amendments to PFRS 7: Disclosures - Transfers of Financial Assets v
[7Ymenaments 1o PIRS 77 DISCIOSUTes — OTISCTing FINancial ZAssets and Financrar ~
oolilic
Amendment to PFRS 7: Mandatory Effective Date of PFRS 9 and Transition
. . v
Disclosures (deferred application)
PFRS 8 Operating Segments v
Financial Instruments  (deferred application)
PFRS 9 Amendments to PFRS 9: Mandatory Effective Date of PFRS 9 and Transition
Disclosures (deferred application)
PFRS 10 Consolidated Financial Statements v
Amendment to PFRS 10: Transition Guidance v
Amendment to PFRS 10: Investment Entities* (effective January 1, 2014) v
PFRS 11 Joint Arrangements** v
Amendment to PFRS 11: Transition Guidance** v
PFRS 12 Disclosure of Interests in Other Entities v
Amendment to PFRS 12: Transition Guidance v
Amendment to PFRS 12: Investment Entities* (effective January 1, 2014) v
PFRS 13 Fair Value Measurement v
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adopted Not Not
Adopted |Applicable
Philippine Accounting Standards (PAS)
Presentation of Financial Statements v
PAS1 Amendments to PAS 32 and PAS 1: Puttable Financial Instruments and Obligations v
(Revised) Arising on Liquidation
Amendment to PAS 1: Presentation of Items of Other Comprehensive Income v
PAS 2 Inventories 4
PAS 7 Statement of Cash Flows v
PAS 8 Accounting Policies, Changes in Accounting Estimates and Errors v
PAS 10 Events after the Reporting Period v
PAS 11 Construction Contracts v
Income Taxes v
PAS 12
Amendment to PAS 12 - Deferred Tax: Recovery of Underlying Assets v
PAS 16 Property, Plant and Equipment v
PAS 17 Leases 4
PAS 18 Revenue v
PAS 19 Emol Benefi v
3 . ts
(Revised) mployee Benefits
PAS 20 Accounting for Government Grants and Disclosure of Government Assistance v
The Effects of Changes in Foreign Exchange Rates v
PAS 21
Amendment: Net Investment in a Foreign Operation v
PAS 23 i
. Borrowing Costs v
(Revised)
PAS 24 .
. Related Party Disclosures v
(Revised) .
PAS 26 Accounting and Reporting by Retirement Benefit Plans v
PAS 27 Separate Financial Statements 4
(Revised)
Amendment to PAS 27: Investment Entities* (effective January 1, 2014) v
PAS 28 R R .
. Investments in Associates and Joint Ventures v
(Revised)
PAS 29 Financial Reporting in Hyperinflationary Economies v
Financial Instruments: Presentation v
Amendments to PAS 32 and PAS 1: Puttable Financial Instruments and Obligations
PAS 32 Arising on Liquidation
Amendment to PAS 32: Classification of Rights Issues
Amendments to PAS 32: Offsetting Financial Assets and Financial Liabilities* v

(effective January 1, 2014)
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS Adopted Not Not
Adopted |Applicable
PAS 33 Earnings per Share v
PAS 34 Interim Financial Reporting v
PAS 36 Impairment of Assets v
Amendment to PAS 36: Recoverable Amount Disclosures for Non-financial Assets* v
(effective January 1, 2014)
PAS 37 Provisions, Contingent Liabilities and Contingent Assets v
PAS 38 Intangible Assets v
Financial Instruments: Recognition and Measurement v
Amendments to PAS 39: Transition and Initial Recognition of Financial Assets v
and Financial Liabilities
Amendments to PAS 39: Cash Flow Hedge Accounting of Forecast Intragroup v
Transactions
Amendments to PAS 39: The Fair Value Option v
Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts v
PAS 39
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets v
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets — v
Effective Date and Transition
Amendments to Philippine Interpretation IFRIC Y and PAS 39: Embedded v
N .
Amendment to PAS 39: Eligible Hedged Items v
Amendment to PAS 39: Novation of Derivatives and Continuation of Hedge v
Accounting* (effective January 1, 2014)
PAS 40 Investment Property v
PAS 41 Agriculture v
Philippine Interpretations - International Financial Reporting Interpretations Committee (IFRIC)
IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities** v
IFRIC 2 Members' Share in Co-operative Entities and Similar Instruments v
IFRIC 4 Determining Whether an Arrangement Contains a Lease v
Rights to Interests Arising from Decommissioning, Restoration and Environmental
IFRIC 5 L v
Rehabilitation Funds**
Liabilities Arising from Participating in a Specific Market - Waste Electrical and
IFRIC 6 . - N v
Electronic Equipment
IERIC 7 r\pp]yi‘ng th‘c Restatement T\pproach under PAS 29, Financial Reporting in v
Hyperinflationary Economies
Reassessment of Embedded Derivatives** v
IFRIC 9 Amendments to Philippine Interpretation IFRIC-Yand PAS 59 Embedded v
DN ik
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 12 Service Concession Arrangements 4
IFRIC 13 Customer Loyalty Programmes v
PAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements v
IFRIC 14 and their Interaction
Amendments to Philippine Interpretations IFRIC - 14, Prepayments of a Minimum v
Funding Requirement and their Interaction**
IFRIC 16 Hedges of a Net Investment in a Foreign Operation v
IFRIC 17 Distributions of Non-cash Assets to Owners** v
IFRIC 18 Transfers of Assets from Customers** v
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments** v
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine v
IFRIC 21 Levies* (effective January 1, 2014) v
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Philippine Interpretations - Standing Intetpretations Committee (SIC)

SIC-7 Introduction of the Euro

SIC-10 Government Assistance - No Specific Relation to Operating Activities

SIC-13 Jointly Controlled Entities - Non-Monetary Contributions by Venturers
SIC-15 Operating Leases - Incentives

SIC-25 Income Taxes - Changes in the Tax Status of an Entity or its Shareholders**
SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease
SIC-29 Service Concession Arrangements: Disclosures

SIC-31 Revenue - Barter Transactions Involving Advertising Services**

SIC-32 Intangible Assets - Web Site Costs**

* These standards will be effective for periods subsequent to 2013 and are not early adopted by the Company.

** These standards have been adopted in the preparation of financial statements but the Company has no significant transactions covered

in both years presented.
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